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The Fire of 1871 changed the course of 
Jacob Forsyth’s life. His hopes of 

| making a fortune through the lumber busi- 
ness largely gone, because many of his 
trees were gone, he shifted his focus to 
George Washington Clarke’s original idea: 

| development of the foot of Lake Michigan. 

Of course, development of the Calumet 

Region had been discussed from the earliest 
days of the Old Northwest. According to 
legend, a young army engineer sent to 
select a northwestern fort site on the south 
end of Lake Michigan following the Battle of 
Fallen Timbers (1795), chose the Callimink 
(Calumet) River because of its accessibility 
to both the east and to the interior. 
However, while canoeing northward one 
day, he discovered not only the Checagou 
River but the ravishingly beautiful, part- 
Indian daughter of the French trader Le Mai. 
Totally captivated by the black-eyed beauty, 
and powerfully motivated to be near her, the 
young lieutenant altered his report to 
recommend the Checagou over the Cal- 
limink. 


Whether the story is apocryphal or not, the 
fact is that Fort Dearborn was built in 1803, 
virtually next door to Le Mai’s trading post, 
and the Callimink was left for wildlife. But it 
was not forgotten. About 1830, another’ 
army engineer, Lieutenant Jefferson Davis, 
who later became president of the Con- 
federacy, again surveyed the foot of Lake 
Michigan in connection with finding a 
terminus for the long-discussed IIlinois and 
Michigan Canal. Like his romantic prede- 
cessor, Davis identified the Calumet Region 
as both the logical terminus for the canal 
and, because of its inland chain of lakes, 

a hidden harbor from which American naval 
vessels could foray in the manner of Carib- 
bean buccaneers. Once again, however, 
logic was overridden by emotion. 
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By the time Davis reported his findings, the 
settlement of Chicago had sprung up outside 
Fort Dearborn and had grown to a con- 
siderable community, with considerable 
political influence. Bringing this influence to 


bear in Washington, Chicago political 
leaders were able to have U.S. Army Engi- 
neers draw up a plan in 1831 that called for 
the improvement of a Chicago River harbor, 
and have Congress obligingly appropriate 
$5,000 for a lighthouse. This display of 
confidence by the federal government in 
turn motivated the state of Illinois to finally 
decide to build the long-discussed canal 
between Lake Michigan and the Illinois 
River, and to connect it with the south 
branch of the Chicago River. This meant that 
with a Chicago harbor, boats would be able 
to travel from the Great Lakes down the 
Chicago River, Illinois and Michigan Canal, 
Illinois River, and Mississippi River to New 
Orleans and world markets. And it prac- 
tically assured Chicago’s future. 


Nevertheless, the cold logic of Davis’ 

report stimulated new interest in the 
Calumet Region, and a few people began 

to settle around the mouth of the Callimink, 
anticipating that the government would have 
a change of heart. Even the Chicago light- 
house and the harbor improvements did not 
discourage these people, and as a small 
community began to form, Lewis Benton, in 
1833 or 1834, applied for and received a 
government patent to plat most of Sections 5 
and 6 west of the Callimink. He called the 
community the City of Calumet, and on June 
13, 1836, the name became official when 
Benton filed a plat for his first sub-division. 
Although Chicagoans generally preferred 

a Chicago harbor, the establishment of 
Calumet caused many of them— including 
Long John Wentworth who had just acquired 
4500 acres along the canal route—to hedge 
their bets and buy land in the vicinity of 
Calumet. 


However that same year, a 1 

Lieutenant Allen made still 
another survey and, while he confirmed the 
potential of the Callimink, he also supported 
Chicago as a terminus for the canal. Natur- 
ally, Allen’s report discouraged the settle- 
ment, and some people even began to 
leave. Benton, however, adjusted to the 
situation and in so doing kept interest in the 
Calumet Region alive. Since the Calumet 
Region was a hunter's and fisher’s paradise, 
Benton sensibly built a primarily sports- 
man’s hotel, called the Calumet House, on 
the main stage route between Chicago and 
Michigan City. When the Calumet House 
burned down, Benton quickly built another 
hotel called the Eagle Hotel, a spartan place 
that he booked for the entire season. 
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During this hunting/fishing period, Stephen 
A. Douglas, the Little Giant, rose as a 
political power in Illinois and also became 
interested in the Calumet Region. Having 
made his own studies of the territory that 
agreed with Jefferson Davis’ surveys, 
Douglas concluded that the Calumet River 
was the proper outlet for the on-again, 
off-again Illinois and Michigan canal, and 
that it could be a shortcut waterway for grain 
shipment. Thoroughly convinced of this, 
Douglas backed his belief with the purchase 
of a great deal of land in the Calumet 
Region, strongly advocated a harbor in Lake 
Calumet, and generally became a champion 
of the Region. 


Prospects for development of the Calumet 
Region were further strengthened in 1848 
when the Michigan Central Railroad laid 
tracks through the Region, built a trestle 
from the Callimink to Englewood (completed 
in 1851), and established a station at Calu- 
met that the road called Ainsworth, which 
became the practical name of the town. 
Then, in 1851, Long John Wentworth, by 
then a congressman, also advocated a 
harbor at the mouth of the Calumet, and 
rammed through an appropriation for harbor 
development, part of which called for 
erection of a lighthouse at the mouth of the 
Callimink. The new lighthouse was soon built 
of stone from a Blue Island quarry, trans- 
ported along the Little Calumet and Calumet 
Rivers on barges pushed by men with long 
poles. By 1853, the lighthouse was com- 
pleted and the light turned on, a symbol of 
hope for the Calumet Region’s development. 
But hope soon flickered. Chicago leaders, 
quoting lake sailors, complained that the 
light did not so much improve navigation as 
lure ships, like moths to a candle, ontoa 
sandbar at the mouth of the Calumet. As 
usual, the Chicagoans prevailed and on July 
28, 1855, the lighthouse was discontinued. 


About the time Wentworth gained the harbor 
appropriation, the federal government 
turned over swampland it held to the various 
states, and the states in turn sold the land at 
cheap prices. It was then that Forsyth’s 
brother-in-law, George Washington Clarke, 
began to use his California gold to buy up as 
much of the swampland as he could, 
believing that the Calumet Region, because 
of its superior location, would soon yield a 
metropolis rivaling or excelling Chicago. It 


didn’t, mainly because Chicago had become 
so well established. But Chicago did move 
closer to Clarke’s land. 


Chicago by the Fifties was overflowing with 
people and industry, and much of the over- 
flow was to the south. Charles Cleaver, who 
had a practical monopoly on the rendering 
business in Chicago, established a plant on 
the lake, and eventually a town (Cleaver- 
ville). In 1856, Paul Cornell established the 
village of Hyde Park, while Cleaver, Dr. 
William Eagan, and Stephen A. Douglas in- 
creased their holdings in the Calumet 
Region and even tried (unsuccessfully) to 
promote a horse railroad from the Calumet 
River to Chicago. Although this southward 
movement slowed with the panic of 1857, it 
began anew with the start of the Civil War. In 
1861, E.D. Tobin established a small retail 
coal yard in Ainsworth, and as southward 
movement along the lake continued, Hyde 
Park annexed Calumet in 1862. Nor did the 
end of the war slow the southward 
movement. To the southwest of Chicago’s 
core, the Union Stock Yard and Transit 
Company opened on Christmas Day, 1865, 
and directly south, Cornell bought land in the 
vicinity of Grand Crossing in 1865. Then with 
“orgies of speculative buying and selling”’ in 
Chicago pushing more people and industry 
southward in 1868 and 1869, some of 
Chicago’s leading citizens made their move 
into the Calumet Region in a major way. 


Anticipating further growth along the lake to 
the south, Elliott Anthony, who was active in 
Chicago politics, began to acquire landina 
around Ainsworth. In a relatively short time, 
he bought out all of Lewis Benton's heirs, 
along with the land of many others. He even 
managed to acquire Long John Wentworth's 
holdings. By mid-1868, he owned three 
fourths of the land in Ainsworth, and what 
Anthony didn’t own, Oramel B. Hough, 
partner in a huge pork and beef packing 
company, did. 


Of course, the key to increasing the value of 
their land lay in creation of a harbor at the 
mouth of the Calumet River, land that 

Jacob Forsyth owned by that time. To 
acquire Forsyth’s land, required both a 
substantial investor as well as a willing 
seller. On the latter score there was little 
problem. Forsyth needed cash to finance his 
plans for the rest of his newly acquired 
estate. As for a buyer, Anthony and Hough 


found him in one of Chicago’s leading 
bankers and civic boosters, James H. 
Bowen, fresh from an assignment in Paris 
as U.S. Commissioner at the World’s Fair 
there. Ready for a new challenge, Bowen 
not only bought Calumet Harbor from For- 
syth, but shortly thereafter his Clarke’s Point 
land, which later became known as 
Hoboken and later still Cheltenham Beach. 


Bowen, now a major investor in the Calumet 
Region, immediately began to make things 
happen. Always a restless overachiever, 
Bowen designed an ambitious plan to 
develop the Hyde Park part of the region, 
virtually all at once. To implement his plan, 
Bowen brought in other important investors. 
Before the end of 1868, these new investors 
included such prominent Chicagoans as 
James A. Gregory, Sheridan Waite, A.C. 
Babcock, E.G. Clark, Thomas Dobbins, J.C. 
Dore, George Schneider, Leaeret B. Sibley, 
John C. Haines, William P. Allen, George 
W. Stanford, John V. Le Moyne, James H. 
Rees, George M. Pullman, plus Bowen’s 
two brothers, George S. and Chauncey T., 
and others. Bowen then obtained from the 
Illinois legislature a charter for what he 
called the Calumet and Chicago Canal and 
Dock Company, which was chartered to 
finally link the Calumet Region to world 
ports. Thatis, it was chartered to construct 
a canal from the Calumet River to the south 
branch of the Chicago River—or the Illinois 
and Michigan Canal—and so make the 
Calumet Region a Lakes-to-Gulf terminus. 
Bowen's charter also carried authority to 
locate and condemn lands, construct docks, 
dry docks, shipyards, warehouses, and 
piers, as well as to operate the canal. 


Meanwhile, Bowen went to work to gain the 
federal government’s participation, which 
was no easy task. By that time, shipping 
activity on the Great Lakes and especially in 
and around Chicago had caused those 
associated with Eastern ports to become 
apprehensive of the inland activity, fearing it 
might draw away business from the Eastern 
ports, as well as money for harbor develop- 
ment. Until then, most of the federal harbor 
money had been going to Atlantic seaports, 
whose Yankee operators were powerfully 
represented in Congress. However, Bowen, 
after his involvement as U.S. Commissioner 
at the Paris World’s Fair, had powerful allies 
in Congress, too. And so he persuaded 
General John A. Logan, civil war hero and 
head of the Grand Army of the Republic and 
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by then a congressman, that a Calumet 
Region port would greatly benefit the 
nation's heartlands. The old soldier quickly 
launched a frontal attack for an appropria- 
tion to develop the mouth of the Calumet 
River. Naturally, the Yankees opposed him, 
arguing that federal funds could be legally 
used only to develop salt water harbors. 
However, Logan, a power in his own right, 
prevailed. 


The Harbor Bill passed July 1, 1870, with 
$50,000 being appropriated for a Harbor and 
Refuge at Chicago, Illinois, and a letter 
dated the same day advised Major D. C. 
Houston, United States Engineer Corps, that 
the money was intended specifically for 
Calumet Harbor. In August, work began. A 
channel was cut from the Calumet River to 
Lake Michigan and protected with piers and 
revetment. Before long, 320 feet of piering 
was put in on the north side of the channel, 
the upper crib being 300 feet from the shore 
line. Since the gap created a current, a 
channel 150 wide and from eight to ten feet 
deep was cut, and the gap between the crib 
and the pile work was filled, thus protecting 
the canal. 


Even before the harbor was started, the 
Bowen group began to acquire what finally 
totaled 6,000 acres extending four miles 
west of the new harbor, and began to clear 
and level the land. As the massive, unpre- 
cedented development proceeded, land 
values in the general vicinity of the Calumet 
Harbor rose to new heights, and those who 
had held land in the Calumet Region began 
to cash in on their patience. As early as 
February, 1868, for example, Stephen A. 
Douglas sold his tract, two miles south of 
Hyde Park along the lake, at auction for 
prices as high as $2,000 an acre—for land 
he had paid $200 an acre for in 1857. And 
even before that, industry began to move in. 
The Northwestern Fertilizing Company, 
chartered March 8, 1867, was first, followed 
in 1869 by Charles Mears who began a 
lumber business, and a man named Hannah 
in 1870 who started the first major lumber 
yards in Ainsworth. 


Finally, Calumet Harbor was officially 
opened April 1, 1871, amid much cere- 
mony. Appropriately, the first boat into the 
harbor, Charles Mears’ Coral, was brought 
in by Bowen with the help of the tug Brill 
Chase. With the harbor thus opened, it was 


possible for Bowen to go after major 
industry, the kind that would attract other 
industry, and in this, Bowen was aided by, of 
all things, the Great Chicago Fire of 1871. 
Until the Fire, all of the major industry in 
Chicago and vicinity was concentrated on 
the Chicago River. But with the river clogged 
with debris, and burned out bridges having 
fallen in to the river, new industry was 
receptive to the idea of plant locations else- 
where, specifically in the area around the 
new Calumet Harbor. However, the Fire did 
nothing for Bowen’s personal fortunes. 


When the Fire ravished Chicago, it des- 
troyed most of Bowen’s fortune. He had re- 
tained a special interest in the mercantile 
house that he had founded, and lost about 
$200,000 when it went up in flames. But he 
lost even more, especially the money he and 
his brothers had invested in the construction 
of various commercial buildings. As far as 
his Chicago investments went, the fire had 
wiped out Bowen. Nevertheless, he con- 
tinued to believe in Chicago, and now 
especially in the land to the southeast of 
Chicago, which he believed destined to 
become the great industrial center of the 
Northwest. He therefore worked tirelessly to 
implement his plans for its development. In 
this the Fire proved to be an ally. 


Despite the Great Fire of 1871, or 

perhaps because of it, Chicago, in 1872, 
enjoyed one of its greatest booms. 
Everyone, regardless of economic status, 
either speculated in land or followed land 
speculation closely. Land prices in Chicago 
proper soared to new highs and, with the 
opening of a harbor at the mouth of the 
Calumet River, professional land specu- 
lators and entrepreneurs turned their atten- 
tion southward. 


Apprehensive of the 
A debris-closed Chicago River, 
investors in the new Silicon Steel Company 
decided to locate on the Calumet River. 


When word of the new iron and steel plants 
got out, a land boom hit the Calumet River 
area and when it did, Charles W. Colehour 
was already there. Colehour, a Philadelphia 
lawyer out of the University of Pennsylvania, 
arrived in Chicago in 1860 and practiced law 
until 1870. When rapidly expanding Chicago 
decided to ring itself with parks, he began to 
speculate in suburban real estate, and 
became the largest seller of land for South 


Park (Jackson and Washington Parks), 
selling 80 acres for $145,000 and ten more 
acres (Hoyt sub-division) for $25,000. After 
the Fire, with the iron and steel industry 
coveting land near the Calumet River, he 
moved his interests farther south, buying 
East Side land from Jacob Forsyth. 


Colehour’s interests were primarily resi- 
dential. Reasoning that a rolling mill with 
800 workers, as Silicon’s would have, must 
have accommodations for the imported 
workmen, he contracted with Silicon to lay 
out a company town on the east side of the 
river. Called Colehour, and also Iron- 
worker’s Addition (to South Chicago), it was 
bounded on the north by railroad tracks 
(Pittsburgh, Fort Wayne and Chicago, 
Michigan Southern, and the Baltimore and 
Ohio); on the south by 110th street; on the 
east by the state line, and on the west by the 
river. Under the contract with Silicon, 
Colehour opened streets and threw his real 
estate onto the market. 


More concerned with the industrial aspects 
of development, D. S. Taylor (and Esther) 
purchased and subdivided some 300 acres 
to the north in a triangle bounded by the 
tracks on the north end of Colehour’s 
development, the river, and Lake Michigan. 
He cut a large slip near the entrance to the 
Calumet River, creating 2,500 feet of 
frontage, and sold 26 acres to the Silicon 
Steel Company. 


As the buildings of Silicon began to rise from 
the riverbank, real estate values in the river 
region rose, too. This attracted still more 
investors. Jacob Bremer and Edward Roby, 
for example, acquired contiguous land and 
subdivided it into lots and blocks. Mean- 
while, across the state line, the Swamp 
Baron of the Calumet watched and waited. 


Anticipating the new post-Fire interest in 
land along the Calumet River, Jacob Forsyth 
had quietly acquired random patches of land 
south of the Calumet harbor, always trying 
to accumulate an unbroken land mass 

large enough to interest a big developer. 

By persisting at this enterprise, Forsyth 
finally owned a great deal of what is today 
the East Side and virtually all of Robertsdale, 
much of which he acquired from the Widow 
Roberts who could no longer make tax 
payments on land left her by George M. 
Roberts, one of the earliest land speculators 
in northwest Indiana. But Forsyth held his 


fire, held his land. He realized that develop- 
ment of the South Chicago area must 
precede development of his own land, if he 
was to obtain top dollar for his land. And he 
could wait. 

Finally, Henry M. Smith, a former editor 
of the Chicago Tribune, forwarded an 
imaginative concept, and an offer. 


X. 


As anewspaperman, Smith 

had closely followed the 
evolution of Chicago as the key railroad 
focus in the nation, and was especially 
interested in how this evolution had created 
in Chicago an enormous demand for manu- 
factured iron and steel. His newspaper had 
reported in 1852 on the creation of the Union 
Car and Bridge Works to make iron for 
bridges, turntables, and other railroad 
equipment, and on Captain Eber W. Ward’s 
Chicago Rolling Mill, created in 1857 to 
make iron rails, and on the organization of 
the Pullman Palace Car Company in 1867. 
He also knew that Chicago rolling mills and 
other iron works imported their pig iron from 
Pennsylvania and Ohio and even as far away 
as Scotland, Chicago not manufacturing any 
pig at all prior to the Civil War. But with the 
war over, he had seen Chicago begin to 
supply its own primary products, taking 
advantage of its unique location. 


To the north lay the greatiron ore deposits of 
Upper Michigan, accessible since before 
the war, but with the opening of the Soo 
Canal in 1855, going mostly to Cleveland 
where there were furnaces to convert the 
ore to pig. But Chicago, clearly easier to 
reach, had a freight rate advantage: ore 
could serve as balast for vessels returning 
from carrying agricultural products east, as 
could coal for Chicago blast furnaces. Arthur 
Meeker exploited that advantage by organ- 
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izing the Chicago Iron Company and building 
a furnace on the Chicago River. Now that 
the Chicago River was losing favor, 
however, Meeker and other capitalists 
transferred their interest to the lowlands to 
the southeast. 


Not only did the Calumet Region now have 
an excellent harbor, but it also had a com- 
prehensive system of railroads that began 
with the Lake Shore and Michigan Railroad 
(later the New York Central Railroad). By 
1873, the following railroads had lines 
passing through southeastern Hyde Park, 
or had connections with other railroads: 
Michigan Southern Railroad; Pittsburg, 

Fort Wayne, and Chicago Railroad; Michi- 
gan Central Railroad; Rock Island branch as 
the southern connection of the Chicago Belt 
Railroad; Canada Southern Railroad; New 
York and Erie Railroad extension; and Dan- 
ville and Vincennes Railroad. 


Reading the latest signs accurately, Smith 
saw that the Calumet Region had the 
potential to be the greatest steel producing 
region in the entire world. Probably assisted 
by Forsyth, therefore, Smith convinced a 
number of bankers, notably B. G. Allen, 
president of the Cook County National Bank, 
that a steel plant across the state line would 
be perfectly positioned to exploit the swing 
of the iron and steel industry to the Calumet 
Region. With W. W. Boyington, one of 
Chicago’s leading architects, and another 
backer, Smith drew up a plan for the cre- 
ation of a steel mill complex rivaling the 
greatest steel center in Europe, and indeed 
being named for it. Sheffield, Indiana, they 
hoped, would be the most important steel 
manufacturing town in the United States. 


Without fanfare, the group arranged with 
Jacob Forsyth to locate what amounted to 
an industrial park for steel mills on Forsyth’s 
lands on the south bank of the Wolf River, 
hard by Lake Michigan. Presumably 
operating on personal paper between them, 
the group paid Forsyth $450,000 and guar- 
anteed him one half of the profits of land 
sales. 


To finance Sheffield, the Smith group sold 
$3 million worth of bonds in 1872, and then 
began preliminary surveys, made various 
improvements, and built the Sheffield 

Hotel. For his part, Forsyth dedicated the 
Indian trail paralleling the lake on his 

land as a public highway, Indiana Boulevard 
running from the state line northwesterly to 
the new Calumet harbor. 


With the Silicon Steel Company’s plant going 
up on the Illinois side of the line and Shef- 
field in progress on the Indiana side, 
enthusiasm for the industrial future of the 
Calumet Region broke out in all directions. 

It reached new highs when South Chicago 
was made a port of entry, tributary to the 
Chicago District, and at a convention held in 
South Chicago, June 24, 1873, John L. 
Beveridge predicted, ‘‘Lake Michigan will 
forever sing the blessings of the day when 
this harbor opened.”’ 


But even as the Calumet Region gloried in its 
potential, an event that eventually involved 
Forsyth’s shirttale relation, George 
Washington Cass, was destined to shut off 
access to that potential. The Franco- 
Prussian War in 1870 had touched off a 
panic on the Vienna Bourse in May, which in 
turn motivated European investors to dump 
their American holdings. This virtually shut 
off all foreign capital, adversely affecting the 
rapid expansion of the American railroad 
system. It especially hurt the Northern 
Pacific a road designed to connect the head 
of Lake Superior with Puget Sound. It 
devastated Jay Cooke. 


Civilian hero of the Civil War because of his 
successful flotation of the bonds that 
financed the North’s operations, Cooke, 
after the War, specialized in railway 
securities, and the people who had backed 
him during the war stayed with him. In 
backing the Northern Pacific, however, he 
found himself in an economic quagmire, 

a project that proved unbelievably expen- 
sive. Without additional capital, the 


Northern Pacific could not continue. Cut off 
from European capital, Cooke sunk his own 
firm’s money in the railroad, and brought in 
George Washington Cass to save the 
railroad. 


By the time Cass became president of the 
Northern Pacific, however, the railroad had 
become a hopeless cause. Constructed as 
far as Bismarck, North Dakota, the railroad 
could not even cover its operating costs, 
much less pay interest on the $30 million in 
7.3 percent bonds outstanding. Still, with 
Cass in control, Cooke continued to sink his 
own firm’s money in the railroad—until 

one day, after a series of bankruptcies 

had frayed the nerves of the financial 
community, Cooke’s partners closed the 
doors of Jay Cooke and Associates, without 
Cooke’s knowledge. When the unsinkable 
and most-solvent-of-the-solvent closed, the 
Stock Exchange suspended operations, 
creating the Panic of 1873, ending the Civil 
War boom, and triggering a six-year 
depression. 


Cass landed on his feet. The Northern 
Pacific's directors implemented a plan 
whereby all bondholders could exchange 
their bonds for eight percent preferred 
stock, which in turn could be converted into 
land. To effect this reorganization, Cass, 
who had continued as president of the Pitts- 
burgh, Fort Wayne and Chicago, became 
receiver. The bondholders then bought the 
company under foreclosure and Cass 
converted his own holdings in the company 
into land in the rich Red River Valley where 
he successfully developed a bonanza wheat 
farm. 


The Calumet Region was not so lucky. 


T The full impact of the Panic 

of 1873 was not immediately felt 
in the Calumet Region. Lots continued to 
bring good prices in Colehour, and on 
January 17, 1874, Bowen’s Calumet and 
Chicago Canal and Dock Company filed 
“South Chicago’ for record as a sub- 
division, with streets and avenues laid out 
parallel with the points of the compass, 
between which were lots 25 feet by 140 feet. 
(The first sale was made February 2, 1874.) 
In Sheffield, the syndicate completed the 
Sheffield Hotel in the spring of 1874 and, 
with the construction of Indiana Boulevard 
and the Sheffield Hotel, altogether invested 
$80,000 in improvements. But when it 


became apparent that the Silicon Stee! 
Company would never open (except as an 
ice house for E. A. Shedd & Co.), the 
Sheffield development also stopped. And as 
the paralysis of depression set in, most 
business in the Calumet Region slid to a 
halt. 


Jacob Forsyth, however, found himself in 
the best financial condition of his entire 
career. He had the $450,000 upfront money 
for Sheffield, and all of the land he sold to 
the syndicate reverted to him. And a few 
months later, he sold the top 600 acres to 
Edward H. Roby, who had already 
established himself across the state line. 
With all of this in his poke, Forsyth returned 
to lumbering, which had flourished after the 
Fire of 1871, selling $3,000 worth of wood a 
month to a rebuilding Chicago. Although the 
panic ended frenetic construction in 
Chicago, there was always a market for 
wood, if only for heating homes. 


James H. Bowen did not do so well. 

The Panic of 1873 wiped out most of his 
remaining fortune. Nevertheless, he 
continued to have faith in ‘‘the manifest 
destiny of Chicago,’’ and he was ‘“‘instant, 
in season or out of season, in working 

for the interests of the city.’ Meanwhile, 
he managed to keep his plans for South 
Chicago and adjacent parts of the Calumet 
Region moving ahead. Flat on his financial 
back, Bowen made crucial decisions that 
turned the black economic clouds inside 
out. 


He used his influence to keep the federal 
government dredging the Calumet River— 
for five miles inland. At the same time, he 
continued to apply his own company’s 
funds; during the first five years of the 
1870's, the Calumet & Chicago Canal & 
Dock Company spent a half million dollars in 
agai and docking the Calumet 

iver, 


Another crucial decision Bowen made was 
to grade, in 1874, a road from Calumet 
Harbor to a point on the Rock Island Rail- 
road ten miles outside the city. He then 
offered to convey the road, with right-of- 
way, to the Rock Island, provided the rail- 
road would lay track and complete the road. 
The Rock Island accepted, and laid track in 
the same year. This rail connection to the 
Rock Island gave the Calumet Harbor region 
access to coal from the south for as yet un- 
built steel mills—a clear competitive advan- 


tage, in terms of access to raw materials, 
over any other steelmaking location in the 
nation. 


These decisions set the stage for the 
appearance of the Galahad of the Calumet 
Region, an industrial knight errant named 
Joseph Thatcher Torrence, whom Bowen 
induced to build the first steel mill in the 
Calumet Region, and who was to become 
Jacob Forsyth’s most important associate. 
Torrence had been called to Chicago to 
supervise construction of Chicago's first 
blast furnace at Bridgeport, and stayed to 
direct the building and operation of iron and 
steel plants in Illinois, Wisconsin, and 
Michigan. At the time he came to the 
Calumet, Torrence was the foremost steel 
expert in Chicago and perhaps the nation. 


On July 5, 1875, the cornerstone of the 
Joseph H. Brown Iron and Steel Works was 
laid on the west bank of the Calumet River at 
109th Street. A ‘‘large excited crowd 
gathered,’’ coming to the Calumet Region 
by excursion boat and horse-and-buggy to 
hear speeches made by many dignitaries. 
The cornerstone for the Joseph H. Brown 
lron and Steel Company carried Bowen and 
Torrence’s names as proprietors as well as 
the names of Joseph H. Brown, G. W. Hale, 
C. B. Hale, and W. Bonnell, and indicated 
that the mill was established and located 
‘through the liberality and energy’ of James 
H. Bowen. 


A little more than a month later, a pleased 
Bowen, ina letter to the South Chicago 
Enterprise & Times reflecting on the 
progress of the Calumet Region, noted that 
just a few years before there had been only 
‘‘a few small dwellings occupied by fishers, 
hunters, and workers in nuisances”’ and that 
the population had increased from fewer 
than 200 to more than 4,000: 


‘“‘The Joseph H. Brown Iron and Steel 
Company's Works, now being rapidly con- 
structed . . . will soon be in operation and 
employ over 3,000 laborers . . . Activity and 
bustle is seen on every side. The character 
of the redeemed region and the material 
advantages developed are now being 
established. Property is held at firm and 
fixed rates. . . . | cordially invite even the 
most cautious, doubtful and conservative, 
now to come and judge as they may please. 
The preparatory work is well advanced, and 


the rapid growth and prosperity even in 
these times is assured.”’ 


Because of the protraction of the 
depression, it took Torrence several years to 
fire the first furnace, but he eventually suc- 
ceeded. Meanwhile, the town of Brown’s 
Mill built up on the west bank of the Calumet 
River, and Torrence, in partnership with 
Brown’s son, leased the mill and operated it. 


During these darkest days of the 1870's 
depression, a bullish Torrence began to 
invest his own money in the South Chicago 
and Western Indiana Railroad, a short road 
that connected Brown’s Mill with other 
railroads, and he eventually became its 
president. He also became a director of the 
Chicago and Western Indiana Railroad, 
organized June 6, 1879, which leased its 
road into Chicago, plus terminal facilities, to 
the Chicago and Grand Trunk Railway 
Company, which Forsyth had once repre- 
sented, the Chicago and Eastern Illinois, 
and the Wabash, St. Louis and Pacific. 


Torrence’s efforts to build and operate 
Brown's Mill and his investments in local 
railroads, plus Bowen's persistent and well- 
advertised efforts to attract additional 
industry to the Calumet Region, kept hope 
alive in the area. Settlers believed that if 
they could just outwait the economic 
darkness, the Calumet Region would fulfill 
its promise. Their faith was well placed. 


Suddenly it happened. The clouds broke. 
On March, 28, 1880, the North Chicago 
Rolling Mill turned over the first spadeful of 
ground for a huge South Chicago works: 

73 acres, with a 1,500 foot Calumet River 
frontage and a 2,500 foot Lake Michigan 
frontage, on which quickly grew buildings, 
chimneys and flues, beyond which lay slips 
a thousand feet long, a hundred feet wide, 
and 18 feet deep, where three vessels at a 
time could unload 600 tons of ore an hour, 
the slips illuminated by electric lights so men 
could work continuously night and day. 


Then, as if to clinch matters, George 
Mortimer Pullman, the man who literally 
jacked up Chicago from the mud in the 
1850's, inventor and builder of the Pullman 
sleeping car, and associate of Bowen in 
the Calumet Canal and Dock Company, 
located his Palace Car Factory just west of 
Lake Calumet in the same year. There he 
also began to build the new company town 
of Pullman. Within four years, 8,000 people 
would live and work in that model com- 
munity, a paternalistic company town in 
which Pullman built brick houses from clay 
raked up from Lake Calumet and rented 
them to employees, built company stores 
that employees were ‘‘encouraged’”’ to 
patronize, built a company church, 
company school, company park, company 
theater: a feudal village. 


Not to be left out of the boom, Jacob Forsyth 
contracted with John Petherick of London, 
England, to sell 8,000 acres of his estate, 
from Sheffield south.-Forsyth’s asking price 
was $140 per acre or a gross (before com- 
mission) price of $1,120,000. Petherick 
found a buyer, perhaps through another 
agent, John Studdy Leigh. The buyer agreed 
to the price but, for some reason, there 
were delays in sending the agreement from 
London to the Lake County Recorder. Mean- 
while, Leigh notified the Indiana authorities 
that he had a claim on the agreement for 
$195,000. A few months later he was joined 
by Charles Edward Tremearne and Edward 
Payne in a suit to enjoin Forsyth from selling 
or transferring the property. Forsyth de- 
murred. Eventually the suit reached the U.S. 
circuit court for the District of Indiana where 
Judge Walter Q. Gresham ruled in favor of 
Forsyth and ordered the complainants to pay 
Forsyth costs and charges. 


Exactly why Forsyth pulled out of the 
Petherick deal is not Known. It could have 
been that he thought the land was worth an 
even one million dollars to him and felt that 
Leigh's $195,000 on top of what Petherick 
would get would reduce the net selling price 
too far below his $1 million goal. What is 
more likely, is that the delay enabled Forsyth 
to work out a deal that suited him better. 


XI. 


The deal eventually became a complicated, 
international web that stretched from the 
Calumet Region to Wall Street and all the 
way to London, with one thread even 
stretching to Argentina. But it probably had 
its origins in the earliest days of Chicago’s 
iron and coal business, beginning and 
ending with a Scottish traveling salesman 
named Kennedy. 


John Stewart Kennedy was born January 4, 
1830 in Blantyre, Lanarkshire, Scotland, the 
fifth son of John and Isabella (Stewart) 
Kennedy. After attending public schools in 
Glasgow, Kennedy went to work as a clerk in 
a shipping office at the age of 13, and four 
years later with an iron and coal concern in 
Glasgow. But in 1850, Kennedy switched to 
a London iron and metal firm, because the 
London firm made him an irresistible offer: 
traveling for it in the exciting new continent 
of North America. 


Kennedy eagerly accepted the offer and, 
after setting up headquarters in New York 
City, began a series of trips that took him 
anywhere in the United States and Canada 
where there was a market for British iron 
and coal, which was just about everywhere. 
At that time, burgeoning America, with its 
rails and factories stretching ever westward, 
had an insatiable appetite for iron, but not 
the capacity to produce it. The British did. 
And because Britain was the world leader in 
iron production and because of the booming 
American market, and because he was a 
hard worker with an unusually engaging 
personality, Kennedy quickly compiled an 


outstanding record, one that led to an offer 
of promotion back home that he could not 
refuse. So in August, 1852, Kennedy re- 
turned to Scotland as manager of his firm’s 
Glasgow office. But young Kennedy had 
been bitten by the American bug. His two 
years in the New World had so impressed 
him with the unlimited opportunities there 
that, despite his promotion, he determined 
to return to America at the first good oppor- 
tunity. He waited four years. Then a man he 
had known and impressed in New York 
contacted him. 


Morris Ketchum Jesup was a 29-year- 

old commission agent in railway supplies, 
who had great ability, great ambition, and no 
capital. To compensate for this deficiency, 
he had joined forces in 1854 with a book- 
keeper named Clark who had a few hundred 
dollars to invest, and created the firm of 
Clark and Jesup. By working very hard at the 
new business, Jesup made it modestly suc- 
cessful. But despite Jesup’s furious work 
pace and success, or perhaps because of it, 
within three years, Clark wanted out. 
Fortunately, by that time Jesup had ac- 
cumulated enough capital to continue, but it 
was obvious to him that he needed a partner 
who could carry an equal share of the load, 
a partner whom he could trust completely. 
After considering various possibilities, he 
remembered the likable, hardworking Scot 
he had known when the latter lived in New 
York, and who had expressed a wish to 
return to America some day. So Jesup 
offered Kennedy a full partnership in his 
firm, and Kennedy accepted without 
hesitation. 


WwW With Kennedy on the scene, 
things immediately began to 9 
happen. Knowing from his own travels 
throughout North America that Chicago was 
on the verge of becoming the railroad center 
of the West, if not the nation, Kennedy per- 
suaded Jesup to open a branch office in 
Chicago. At the same time, the firm pro- 
moted two junior partners. One was John 
Crerar, son of Scottish parents, who was 
hired to replace Clark as bookkeeper. Crerar 
was a natural selection for two reasons. 
First, his step-father, William Boyde, was in 
charge of the American office of William 
Jesup & Sons, Limited, so he was known to 
Jesup and admired by him; and, second, 
Crerar himself had worked for Raymond and 
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Fullerton, iron dealers, who were Jesup’s 
customers. The other junior partner, who 
had been with Jesup since the year before, 
was John McGregor Adams, who was desig- 
nated to run the Chicago branch. 


To work out supply channels for the railway 
supply agency, Kennedy himself went to 
Chicago in 1857 for a year. It was probably 
at this time that Kennedy first came in 
contact with Jacob Forsyth, who had also 
arrived in Chicago in 1857, a year that 

saw the arrival in Chicago of many men 
important to the development of the 

Calumet Region. This was the year that 
James Harvey Bowen also arrived in 
Chicago from New York, and in the relatively 
small business community that existed then, 
all of the business people of any substance 
probably came in frequent and possibly 
close contact with each other, especially if 
they were in the same general business, as 
were Kennedy and Forsyth. In any event, 
Adams came to Chicago in 1858 and the 
branch officially opened in 1859 under the 
name of Jesup, Kennedy and Adams, 
beginning in a barely noticeable establish- 
ment on Dearborn Street. However, as the 
Chicago railroads, which were then just 
beginning to develop a significant way, 
grew, Jesup, Kennedy and Adams grew with 
them. By 1860, the firm had prospered to 
such an extent that it even bought a small 
iron establishment in Chicago. 


Either through the firm's iron factory, or be- 
cause he perhaps continued to represent his 
former London employer in America, 
Kennedy came into contact with still another 
1857 Chicago arrival who became a factor in 
the Forsyth land deal. Arthur Burr Meeker, 
after dropping out of college at the age of 


18, went to work in his father’s coal busi- 
ness in Utica, N.Y., and after three years, 
left for Chicago to open his own coal agency, 
one similar to his father’s. Arriving in May, 
1857, he started the firm of Bellamy, Meeker 
&Co., acoal-supplying firm at 7 North Mar- 
ket Street, with dock facilities along the Chi- 
cago River and a coal yard adjoining. The 
firm was a quick success, doing $50,000 
worth of business as the cold, ruthless, hard- 
working Meeker dedicated his whole being to 
its success. The next year, the firm name 
was changed to A.B. Meeker & Co. 


From that point on, Meeker’s star rose to 
unbelievable heights. Using methods he 
personally developed, Meeker brought coal 
to Chicago at the lowest possible prices, 
undoubtedly working with Forsyth on freight 
rates. Meeker’s success invited imitation. In 
a short time, the coal business in Chicago 
became a major industry, with Meeker being 
the leading dealer. And by bringing large 
quantities of anthricite coal to the city, 
Meeker also helped develop iron manu- 
facturing in Chicago. 


In 1859, Meeker broadened out to supply 
iron to Chicago consumers, and that year he 
brought to Chicago the first shipload of 
Scottish pig iron, directly from Glasgow, 
Scotland, presumably from Kennedy's 
former firm. At the same time, he was 
instrumental in improving the quality of the 
American product, working with Eastern 
manufacturers to upgrade their iron. When 
the Civil War broke out, and the need for iron 
of any kind became great in Chicago, 
Meeker began to bring American iron into 
the city from the East, possibly from the 
large Reis, Brown & Berger plant at New 
Castle, Pa., where Joseph Thatcher Tor- 


rence was in charge of both production and 
marketing. By encouraging Eastern manu- 
facturers to produce a cheap, yet good pig 
iron for the ever-increasing number of iron 
products manufactured in Chicago, and by 
educating his consumers to its use, Meeker 
also attracted to Chicago many of the city’s 
early iron products manufacturers. 


By the end of 1867, Arthur Meeker was the 
king of iron and coal distribution in Chicago. 
In that year he sold 40,000 tons of pig irona 
year in Chicago and had become a virtuoso 
of exploiting rail and ship freight rates. He 
decided the time was ripe to expand his 
production of iron. In March of 1868, 
therefore, Meeker organized the Chicago 
lron Company, with the financial support of 
such prominent Chicagoans as R.L. Yoe, 
George Armour, Cyrus Bentley, F. Haskett, 
and W.W. Bishop. Incorporated May 12, 
with authorized capital of $250,000, the firm 
built a plant on the South branch of the 
Chicago River at Bridgeport that was started 
in June and finished—and operating—in 
December, 1868. The plant included 
Chicago's first blast furnace. 


To complete the Chicago Iron Company’s 
blast furnaces, Meeker brought to Chicago 
Joseph Thatcher Torrence, a Civil War hero 
who, after being wounded early in the War, 
returned to the iron business where he 
honed his already considerable knowledge 
of iron-making and became one of the 
nation’s first genuine experts in steel- 
making. At the end of the war, Torrence 
decided to take this knowledge on the road, 
and he traveled through the South on his 
own account, rebuilding the South’s iron 
capacity, and adding to it a steel capacity. 
By 1868, Torrence’s fame as one of the 
nation’s foremost steel experts was such 
that when Meeker needed a technical expert 
to complete Chicago’s first blast furnace, he 
had no hesitation in contacting Torrence, 
which was the beginning of an association 
that continued for many years and had im- 
portant implications for the Forsyth deal. 


In 1869, Meeker organized—and Torrence 
built—the Joliet Iron and Steel Company, 
which also took over the Chicago Iron 
Company. Shortly thereafter, Meeker and 
his partners financed and operated furnaces 
at De Pere, Wisconsin, and Menominee, 
Michigan, and of course Torrence built 
them. In building the plants in Wisconsin and 


Michigan, Meeker and his partners also 
expanded iron mine production and shipping 
on Lake Michigan, and eventually also 
opened and expanded the Lake Superior iron 
mines. As his vertically-integrated empire 
grew, Meeker served as president over all 
his iron mines and coal fields in Illinois, 
Indiana, and Michigan, developed the raw 
materials in his iron and steel works, and 
sold the products through his agency. Not 
even the Chicago Fire of 1871 slowed Arthur 
Meeker. Operating out of 164 Washington 
Street when the Fire hit, the hustling Yankee 
was the first person in Chicago to have 
business cards printed after the flames sub- 
sided. By 1873, Meeker’s agency had 
evolved into one dealing not only in pig iron 
but rails, A.B. Meeker & Company pro- 
ducing sales of $10 million, and Meeker 
himself being one of the wealthiest men in 
Illinois. But there was a fatal flaw in his 
SuCCeSS. 


In 1865, as the Civil War drew toa 
conclusion and in anticipation of the 
post-war boom, Meeker had organized 
the City National Bank, becoming a director 
anda large stockholder. For eight years, the 
bank was another Meeker success story, 
Meeker again showing the Midas touch that 
turned coal to gold. But during the Panic of 
1873 the bank was forced into voluntary 
liquidation, and it was apparent that Meeker 
had spread himself too thin. All of the in- 
dustries in which he had an interest were hit 
by the Panic, although he personally with- 
stood the pressure—until the final closing of 
the bank in 1876. His financial structure 
strained to the breaking point, Meeker even 
lost control of his own agency. In 1876, the 
firm of A.B. Meeker & Co. was renamed 
E.L. Hedstrom & Co. as Hedstrom, who 11 
lived in Buffalo, N.Y., took over ownership 
of the Chicago agency. For the rest of the 
Seventies depression, Meeker remained on 
the sidelines. 


But as the depression ran its course, 
Meeker began to recover somewhat, and he 
actively sought an opportunity to make a 
comeback as a new decade began. That 
opportunity occurred with one of those 
casual events that so often change the 
course of history. This time it was a case of 
horseplay. 
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James H. Bowen, founder of South Chicago 
and by then a trustee of the village of Hyde 
Park, paid a visit to Meeker’s erstwhile 
technical expert, Joseph Thatcher Torrence, 
at the latter’s Joseph H. Brown Iron and 
Steel Company office. Finding Torrence not 
in, Bowen walked to the home of T. W. 
Johnstone, another Hyde Park trustee, at 
the corner of Notre Dame Avenue and 103rd 
Street, about half way between Brown's Mill 
and South Chicago. After a lengthy dis- 
cussion of village board business affairs, 
Johnstone invited Bowen to stay and 
socialize awhile. However, Bowen insisted 
he had to return home to Wildwood (River- 
dale), about two miles southwest of the new 
town of Pullman, because he had been away 
from home the preceding night and wished 
to be with his family Sunday night; and he 
set out to make the long trip by foot. But 
Johnstone would have none of it, and per- 
suaded Bowen to use his (Johnstone’s) 
buggy, had a horse harnessed to it, and 
instructed his hired man to drive Bowen 
home. 


When Bowen and the hired man 

reached the crossing of Com- 
mercial Avenue and the Pittsburgh, Fort 
Wayne and Chicago tracks, they were 
blocked by a locomotive standing on the 
track, which itself was blocked by a slow 
passing train. Bored by the situation he 
found himself in, the locomotive engineer 
amused himself by opening a valve and 
blowing off a great gush of steam. He did not 
amuse Johnstone’s horse. Instead, the loud 
hissing and sudden steam cloud panicked 
the animal, causing him to rear and plunge, 
as it tried to tear itself loose of the buggy. 
The driver fought to steady the horse. At the 
same time, several persons nearby tried 
frantically to catch loose reins. Unfor- 
tunately, these well-intentioned efforts 
scared the animal more than ever. Finally, 
the horse spun to the right, forcing the 
buggy’s wheels under the box, and in one 
desperate jump, broke into a gallop. 


It took only a few strides on the bumpy road 
to upset the vehicle. Bowen and the hired 


man were thrown six feet to one side of the 
road as the horse raced on, rattling the 
buggy to shreds. Witnesses immediately 
rushed to the aid of the prostrate men, and 
the hired man quickly regained conscious- 
ness. But Bowen said nothing, just gasped 
faintly and sank back. After vain efforts to 
revive him, the witnesses carried Bowen to 
the South Park Hotel, where a doctor did 
everything possible to bring him back to 
consciousness. Nothing helped. That night, 
May 1, 1881, the quick-tongued founder of 
South Chicago died without another sound. 


Before the body was even cold, news of 
Bowen's death touched off a mad land grab. 
At that time, British and European investors, 
as well as investors from Boston and New 
York, fairly hungered for American land, 
some to develop, some to speculate with, 
and Bowen’s land had become among the 
most desirable in the country. Keyed as it 
was to Calumet Harbor, Bowen's land de- 
velopment had attracted all sorts of industry 
to the Calumet Region—lumber yards, steel 
mills, railroad car factories—an industrial 
boom that set off a land boom, that attracted 
capital from all over the world. When the 
primest of the prime Calumet Region land 
unexpectedly became available, a race 
ensued to acquire it. 


Leading the pack was Arthur Burr Meeker, 
attempting to come back from the evil times 
that had befallen him. Cashing in on 
whatever residual goodwill he had still 
outstanding, Meeker organized a powerful 
syndicate of railway magnates that bought 
the South Chicago lands held in the Bowen 
estate. The syndicate included a number of 
New Yorkers, a man named Allan of Boston, 
J.B. Brown of the Chicago and Eastern 
Illinois Railroad, and aman named 
Cummings, president of the New York, 


Chicago and St. Louis Railroad. Importantly, 


Meeker also tied in his old technical expert, 
Joseph Thatcher Torrence, who himself had 
invested in local railroads. The million dollar 
(capital) project had Meeker reverting to the 
business he knew best—coal. According to 
Meeker’s plan, coal would be brought to 
South Chicago by both lake steamer and 
rail, speedily unloaded there using special 
facilities, heaped into gigantic coal moun- 
tains, and, as required, transferred by the 
Chicago and Western Indiana Belt Railroad 
to various western lines. 


However, as extensive as the Bowen estate 
project was, it was only half of the deal. The 
other half was another million dollar pack- 
age involving Jacob Forsyth’s land, with the 
Bowen land and the Forsyth land being 
connected by an extension of the belt line 
railroad. But where the Bowen project 
involved American money exclusively, the 
Forsyth project involved mainly British 
money, laundered through American inter- 
mediaries, namely Charles Beatty Alexander 
and his syndicate of New York investors. 


Exactly how Alexander became involved in 
the project is unclear. There are several 
possibilities. The most straight-forward is 
that the well-traveled Jacob Forsyth, who 
was well connected with railroads, simply 
went to New York and brought the deal to 
Alexander's attention. Alexander would 
have been interested because, as a prin- 
Cipal in the prestigious law firm of Alexander 
and Green, he was privy to information 
about business trends generally and 
specifically where industrial growth was 
likely to take place. His clients included a 
number of railroads who were keenly 
interested in any mechanism for connecting 
eastern railroads with western railroads. 
Alexander's clients also included a number 
of insurance companies, which were 
sensitive to new investment opportunities 
and had the money to invest in them. 


A second reason why Alexander was a 
logical person to bring the deal to is that he 
had easy access to a special source of 
investment funds. His family had been 
deeply involved in managing the Equitable ' 
Life Assurance Society from its inception. | 
Alexander's uncle, in fact, had been the | 
Equitable’s first president. Moreover, 13 
Alexander and Green handled all of Equi- 

table’s legal business, which was so 

extensive that the law firm located their 

offices in the Equitable Building. 


If Forsyth did bring the deal to Alexander, 
however, he may not have brought it to him 
directly, but through a third party based 
closer to home. That third party might have 
been Owen Franklin Aldis, the man respon- 
sible for Chicago's post-fire skyline. Aldis 
had settled in Chicago in 1876, after gradu- 
ating from Yale two years earlier and 
reading law in both Washington and 
Chicago. Noting the great enthusiasm for 
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rebuilding Chicago that pervaded the com- 
munity, Aldis decided to specialize in realty 
law, and in a relatively short time, he 
pioneered the building of the world’s first 
skyscraper and many other landmark 
buildings. He also became agent for several 
Scottish and English insurance and invest- 
ment companies. Through them he may 
have become acquainted with Alexander, 
since Alexander was, if not the foremost in- 
surance lawyer in the country, at least one 
of the best known as a result of writing the 
definitive paper on insurance law. Consider- 
ing Aldis’ later involvement in the develop- 
ment of East Chicago, therefore, it is at least 
possible that, after Forsyth brought the deal 
to him, Aldis in turn brought it to the 
attention of Alexander and British investors 
who were Aldis clients. Or, through his 
British clients, Aldis might have heard of the 
aborted Petherick deal and sought out 
Forsyth through Torrence. 


Still another possibility is that Alexander, 
through his banking and other investment 
sources contacts, heard of the availability of 
the Forsyth land, quite independent of 
Forsyth or Aldis. Inasmuch as Alexander 
was a director of the International Banking 
Corporation and the International Bank, as 
well as New York area banks, he could have 
easily learned of what came to be called the 
largest real estate development in the 
history of Chicago. 


The most intriguing possibility, however, is 
that the Forsyth deal came to the attention 
of Alexander through Samuel Jones Tilden, 
a Yankee lawyer who dabbled more than a 
little bit in politics. Born in New Lebanon, 
N.Y., February 9, 1814, Tilden graduated 
from New York University law school in 
1841, and from the beginning he mingled 
law and politics. He especially became 
known for his ability to master the complex- 
ities of reorganizing and refinancing rail- 
roads, and in time became a director of 
more than half the railroads north of the 
Ohio River, between the Hudson and 
Missouri Rivers. One of his most important 
directorships was of the Pittsburgh, Fort 
Wayne and Chicago, the line created by 
George Washington Cass with support from 
Jacob Forsyth whose board also included 
John Stewart Kennedy. After Tilden became 
governor of New York State in 1874, he 
appointed Frederick P. Olcott, another 
expert on railroad reorganization, as state 


comptroller, which is significant here be- 
cause Olcott later became instrumental in 
developing the Forsyth land. 


In 1876, Tilden became the Democratic 
nominee for President of the United States. 
Running against the Republican candidate, 
Rutherford B. Hayes, Tilden won the popular 
vote. Unfortunately, he ran into problems in 
the electoral college. The electoral vote 
showed 184 undisputed votes for Tilden 
against 163 for Hayes, but four states with 
23 votes sent in conflicting returns. Of 
these four states, three returned popular 
majorities for Tilden electors. That didn’t sit 
well with the carpetbag governments of 
those states (South Carolina, Florida, and 
Louisiana), so they simply created 
“returning boards” that had a single 
purpose: disqualify Democratic votes be- 
cause of intimidation of negro voters. The 
fact that neither the intimidation nor the 
assumption that unintimidated negroes 
would have voted for Hayes was never 
proved didn’t matter. The returning boards 
gave Hayes the votes which, with Oregon 
(three votes) already having gone for Hayes, 
would have beaten Tilden right then. 
However, the Democrats were not through. 
On a technicality, they ousted a Hayes 
elector and replaced him with a Tilden 
elector, creating a tie. And a national crisis! 


Obviously, a compromise had to be 
effected. But that was a problem. The 
Republicans had no way to compromise and 
win. However they did control the adminis- 
tration. And they did control the army, if it 
came to that. So they could stand up to 
threats. But there was still the tie, and since 
the Senate was Republican and the House 
Democratic, there was a deadlock on the 
admission of returns. As an alternative to 
anarchy, therefore, both parties agreed to a 
joint commission to pass on all contests. 
That is, the commission's decision would be 
final! 


The commission was comprised of five 
members of each house and five associate 
Supreme Court justices. The Senate 
appointed three Republicans and two 
Democrats; the House three Democrats and 
two Republicans. The Supreme Court 
appointing two justices of each party anda 
fifth to be selected (who had the deciding 
vote). Counsel (prominent lawyers) was 


then chosen for both parties, with the 
Democratic Counsel including Ashbel Green 
of New Jersey—a founding partner with 
Henry Alexander of the law firm of Alex- 
ander and Green, whose sons Charles 
Beatty Alexander and William H. Green 
were also members of the firm and served 
as junior counsel for Tilden. 


In the end, the disputed election was won by 
Hayes, but the significance of the event for 
the Forsyth land deal is that the electoral 
commission of 1877 moved Tilden and Alex- 
ander closer together, and this closeness 
may have led Tilden, with his great 
knowledge of railroads and related land 
development, to pass along inside infor- 
mation to young Alexander about Meeker’s 
plans for the Calumet Region. 


Regardless of how it happened, though, 
Forsyth sold a significant portion of his 
Calumet Region estate to Alexander, who 
apparently made a small fortune on the 
transaction. Here is the essence of the deal: 
Forsyth (technically his wife, Caroline M. 
Forsyth) conveyed 8,000 acres of land to 
William W. Green, a bachelor and 
Alexander’s law partner, for one million 
dollars. Green, having borrowed 
$333,333.33 from Alexander, paid Forsyth 
one-third of the amount immediately. 
(Alexander might have borrowed it from 
Equitable.) The balance of the one million 
dollars—$666 ,666.67—was to be paid to 
Forsyth at the rate of $100,000 per year for 


six years, Starting January 1, 1883, witna 
balloon payment at the end. To secure the 
balance, Forsyth also took a mortgage from 
Green to create a lein on the land, which 
served as the sole security for the 
outstanding debt. As further protection, 
Forsyth gained agreement that the whole 
remaining amount would become payable at 


Forsyth’s option in case of a 30-day default 
in payment. Green then conveyed the land 
to the East Chicago Improvement Company, 
a syndicate of New York investment bankers 
and other investors, for $3 million. The East 
Chicago Improvement Company also 
assumed the $666,666.67 debt to Forsyth, 
as well as the $333,333.33 debt to Alex- 
ander, and issued shares as follows: 


e Alexander, 1,000 shares 
¢ Sidney Ward of Brooklyn, 500 shares 
e Theodore Seligman of New 
York, 500 shares 
e A. G. Thatcher of New York, 
500 shares 
e¢ William J. Campbell of New York, 
500 shares 
¢ Charles C. Diming of New York, 
300 shares 
e Daniel Whitford of New York, 50 shares 


The stockholders plus a Robert Jordan 
constituted the directors of the East Chicago 
Improvement Company, a name probably 
coined by Forsyth to psychologicall connect 
the area with Chicago. 
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The East Chicago Improvement Company 
then sold bonds sufficient to at least cover 
its capitalization of $3 million, and possibly a 
good deal more. The bond flotation was 
handled by the London Banking House of 
Melville, Evans and Company, owned by the 
Scottish peer Ronald Leslie Melville (Earl of 
Leven and Melville), Henry Evans, and 
Thomas Fickus. That firm probably kept a 
good part of the bond issue for its own port- 
folio, while possibly spreading the risk 
among other London investment bankers, 
perhaps even the great banking house of 
Baring Brothers and Company, which later 
became involved in East Chicago in a major 
way. The net effect of the transaction for 
Alexander, it appears, is that for no capital 
of his own, he (or his law firm) made a 
quick, cool $2 million, while Alexander him- 
self retained 42 percent of a corporation that 
had a net worth of at least $3 million. 


On November 22, just 12 

days after Green purchased the 
Forsyth land for Alexander, Ronald Leslie 
Melville, representing British bondholders, 
and William C. Gulliver, representing eastern 
capital, and a party of New York and 
(Kennedy), and a party of New York and 
British capitalists inspected the site of East 
Chicago, and were ‘‘well pleased with the 
location.’’ Meanwhile Jacob Forsyth 
emerged acash millionaire. To the 
$450,000 he made on the Sheffieid fiasco, 
he now added $333,333.33 from the East 
Chicago Improvement Company, with more 
to come plus several hundred thousand 
dollars through the judicious buying and 
selling of land in the swamp. It had taken 
him a long time, but Jacob Forsyth finally 
achieved the American dream. 


To achieve that goal, however, Forsyth 
probably had to alter his style, and perhaps 
his substance. An educated man of refined 
tastes, Forsyth had never reverted to animal 
cunning prior to his moving to the swamp, at 
least there is no evidence that he did. 

In an age of virulent laissez faire, Forsyth 
remained a civilized man, seeking knowl- 
edge in books and surrounding himself with 
the tasteful artifacts of the cultured. When 
he took over his swamp kingdom and 
confronted the risks he found there, however 
he seems to have changed. 


He did whatever he felt he had to do to 
succeed, whether that meant meting out his 


brand of justice to lumber thieves, exploiting 
the vulnerability of dispossessed people, or 
turning delinquent widows out of beds once 
shared with departed husbands. To put the 
best face on it, Forsyth’s dealings in the 
swamp were rigidly fair—in foreclosing on 
tardy debtors, reclaiming dream cities from 
visionary Chicagoans, or being the 
“innocent”’ party to what might have been a 
multi-million dollar scam that made him a 
legitimate million. 


In terms of the morality of the times, 

however, Forsyth behaved better than most, | 
and certainly no worse than the man to 

whom he must have constantly compared 

himself, his Pennsylvania rival, Tom Scott. : 
After the war, Scott’s Pennsylvania Railroad 
expanded rapidly throughout its entire 

territory as Scott initiated a policy of gaining 

control of western railway lines and 

operating them in conjunction with the 

Pennsylvania main. While Commodore 

Cornelius Vanderbilt ruthlessly put together 

the New York Central, Colonel Scott used 

his own methods to make the Pennsylvania 

the second most important trunk line to the 

West, eventually fusing roads to Cincinnati, 
Indianapolis, St. Louis, and Chicago to the 
Pennsylvania Railroad, and exerting control 

of lines farther west. 


By 1874, Scott had become president of the 
Pennsylvania and a national figure, even 

becoming embroiled in national politics 

when he gained a charter for the Texas and 

Pacific Railway Company to build a line from 
Marshall, Texas, to San Diego. The line had 

won wide support in the South, especially 

among those who cherished the venerable 

idea of a southern railroad to the Pacific, 

and because of the charter, these southern 
supporters willingly compromised 

(Compromise of 1877) with President 

Rutherford B. Hayes who desperately 

needed support after the disputed 1876 , 
election. { 


However, methods and achievements not- { 
withstanding, with consummation of the 
East Chicago Improvement Company deal in 
the fall of 1881, the persistent Forsyth had 
caught and passed Scott in personal wealth, 
the only valid measure of success in 19th 
century America. However he could not 
derive full satisfaction from the accomplish- 
ment. Thomas Alexander Scott died May 21, 
1881, while Forsyth was completing the 
biggest deal of his life. 


XII. 


Development of the East Chicago Improve- 
ment Company did not proceed smoothly at 
all. From the beginning, disagreement 
existed within the company on just exactly 
how to proceed with the investment. Having 
bought the land when the nation’s economy 
was on the upswing, company management 
decided to hold the land, speculate, until 
land values peaked, then develop the land, 
or sell it. They waited too long. 


The prosperity that followed the long de- 
pression of the seventies was short-lived, 
less than four years. When the economy 
dropped it plummeted, going as deep as the 
seventies depression, although it would not 
last as long. In this situation, the East 
Chicago Improvement Company felt disin- 
clined to develop the land. Neither could 
they sell it, except at an enormous loss. 


While this was an unfortunate situation for 
the stockholders who had expected to make 
a killing on land sales, it was even more dis- 
tressing for the British bondholders who at 
the very least expected a steady return on 
their investment. After all, they, not the 
stockholders, had provided most of the 
money to buy the land from Jacob Forsyth, 
even to the extent of buying up the 
mortgage, late in 1881, on the one-third 
million dollar Green lein. Having received no 
dividends on bonds, the British bondholders 
worried that they were in danger of losing 
their investment altogether to unscrupulous 
Americans, of whom European investors 
had become increasingly wary. 


In the period following the Civil War, 
Americans had developed an attitude 

that made doing business with them an 
adventure. Vigorous, imaginative, self- 
confident as never before or after in history, 
Americans grabbed for a piece of the Ameri- 
can pie without apology, believing in inevit- 
able American progress, governed by 


natural selection, a belief that came to be 
called Social Darwinsim. This survival-of- 
the-fittest concept conveniently explained 
and justified American aggressiveness and 
acquisitiveness in its citizens’ unbridled 
pursuit of personal gain. Free of all moral 
restraint, the so-called Gilded Age was an 
age of exploitation—of Indians, of minor- 
ities, of mineral wealth. It was the golden 
age of laissez faire, an age in which the 
greatest virtue was getting the better of the 
other person by whatever means available. 


_ The British bondholders in the East Chicago 


Imrpovement Company suspected that that 
was exactly what was about to happen when 
Jacob Forsyth attempted to recover his 
land. Having not been paid his first annual 
$100,000 on January 1, 1883, Forsyth 
promptly moved to foreclose on his first 
mortgage, going to court to seek his due 
from apparently overleveraged Easterners 
who may have taken the British money and 
run. At that point, the British bondholders 
moved to protect their investment, retaining 
John Stewart Kennedy and turning their 
power of attorney over to him. 


This was the same John Stewart Kennedy 
who had come to America from Scotland for 
two years in 1850 as an iron and coal 
peddler, and then returned in 1857 to 
operate a railway supply business in 
partnership with Morris Ketchum Jesup. 
Through that business, Kennedy had 
become enormously successful. Not only 
did the firm sell a great many products to the 
railroads at a considerable profit, but the 
affable Kennedy became prominent in the 
railway industry and soon became director 
of some of the railroads, as well as a 
banker. 7 


Indeed, Kennedy became so prominent that, 
when the transcontinental railroad was 
formalized, congress appointed Kennedy 
one of the incorporators of the Union Pacific 
Railroad. Gradually, however, he withdrew 
from the railway supply business in favor of 
banking. But before commiting himself to it 
completely, he devoted a year to travel and 
recreation in Europe, probably taking in the 
Paris World’s Fair, and probably also com- 
municating with James H. Bowen, a U.S. 
Commissioner at the Fair. When he returned 
to the United States, Kennedy immediately \ 
established the banking house of J.S. 
Kennedy & Co. In the next 15 years, as 
active head of the business, Kennedy built 
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on his railroad connections and formed new 
ones, until he was one of the most important 
factors in the building of western railroads. 
His many directorships included the 
Chicago, Burlington & Quincy; the New 
York, Chicago & St. Louis; the Cleveland & 
Pittsburgh; and other railroads, including 
George Washington Cass’ Pittsburgh, Fort 
Wayne & Chicago, whose directors also 
included Samuel J. Tilden. He also repre- 
sented the Dutch committee of bondholders 
of the bankrupt St. Paul & Pacific Railroad 
and advised them to accept James J. Hill’s 
offer to buy the line. This led to creation of 
the Great Northern system, whose financing 
was handled by Kennedy. Kennedy was also 
a member of the syndicate that contracted 
in February, 1881, with the Canadian 
government, to build the Canadian Pacific 
Railway, and after the charter was granted 
by the Dominion parliament he continued to 
serve as a director of that company. During 
all this time, Kennedy became intimately 
associated with a number of sources of 
capital financing. He was a trustee of the 
New York Life Insurance Co., the Title 
Guaranty and Trust Co., the United States 
Trust Co., the Hudson Trust Co. of New 
Jersey, the Manhattan Bank, and the 
Central Trust Co., whose president was 
Frederick P. Olcott, who later became 
involved in the Forsyth deal. 


In 1883, however, Kennedy retired from 
active participation in his banking business, 
turning the business over to his nephew and 
namesake under the name of J. Kennedy 
Tod & Co., although he continued to hold 
directorships of various railroad interests 
throughout the country. He also turned his 
attention to reorganizing troubled com- 
panies, a category into which the East 
Chicago Improvement Company easily fit. 


Essentially, the British bondholders turned 
over to Kennedy a mismanaged company 
that had defaulted on both mortgage pay- 


ments to Forsyth and bond interest pay- 
ments to Melville and the Barings, and 
which was close to losing all of the bond- 
holders’ investment. By bringing in the 
famous Kennedy as their point man, the 
bondholders served notice that they had no 
intention of being swindled by incompetent 
speculators, or New York sharpsters, what- 
ever they were, or by what they may have 
perceived as a swamp-bound provincial 
with an overdue first mortgage on the land 
and a yen to retrieve it. 


With Forsyth already in court, Kennedy went 
to court, too, seeking control of the land, 
and control of the East Chicago 
Improvement Company. They battled for 
several years as litigation continued. 

Both parties, Forsyth and Kennedy, demon- 
strated remarkable patience. Forsyth, of 
course, had outwaited opponents before, 
notably the squatters, waiting many years 
while the courts fumbled through dusty 
records vainly searching for precedent, 
while Forsyth himself became more expert 
on riparian rights than any lawyer in the 
country. He felt he could wait again, while 
he became an expert on English common 
law. For Kennedy’s part, the legal delays 
served him well since there was not much 
that could be done to develop or sell the land 
during the recession anyway. But as the 
economy began to improve, Kennedy, who 
had become increasingly preoccupied with 
recession-struck businesses elsewhere, 
knew that the moment of truth on the 
Forsyth land was approaching, and decided 
that he needed on-site representation in the 
Calumet Region by someone he could trust 
implicitly. He sent his sister’s youngest son. 


Robert Elliot Tod, born in Glasgow, Scotland 
the very year Jacob Forsyth treked off to the 
swamps, had the task of parrying with Jacob 
Forsyth on the latter’s home turf, a 
formidable assignment for an 18 year old. 
Young Tod had only recently come to the 
United States to live with his aunt and uncle 
who, childless, already had taken in Tod’s 
older brother, John, to whom Kennedy 
eventually turned over the banking firm. 
During his first year in America, Robert Tod 
had entered Princeton University, but his 
lust for action conflicted with the discipline 
required of scholars, and he dropped out 
after his first year. His uncle decided that 
the best cure for Robert's restlessness was 
a tour of duty in the Old Northwest, where 


the interests of a Kennedy client needed 
close attention. So Kennedy packed Tod off 
to the Calumet swamps and a baptism to fire 
by Jacob Forsyth. Kennedy, however, would 
be calling the counter shots. 


Kennedy seems to have decided on two 
courses of action: first, eliminate the New 
Yorkers from active control of the East 
Chicago Improvement Company, and 
second, play for a stalemate with Jacob 
Forsyth in the courts. His strategy proved 
half effective. He had little difficulty taking 
over control of the East Chicago 
Improvement Company because of his 
power on Wall Street, to which most of the 
stockholders deferred, and because there 
was really nothing to control anyway, except 
a secondary claim and a large potential loss. 
But while Kennedy took over effective 
control of the company, he did not relieve 
the stockholders of their interest or their 
responsibility in the company. 


As for the second phase of 

A the strategy, Kennedy grossly 
underestimated the old Swamp Baron. 
A stalemate was just what Jacob Forsyth 
wanted. He had the land tied up without 
even having to pay taxes on it, and he could 
wait forever. Some thought he might even 
live that long. But all of that was to change 
when Robert Elliot Tod arrived in the 
swamps. 


To have a feeling for what happened when 
Tod went west and for his catalytic effect on 
the future of Forsyth’s land, it is necessary 
at this point to fill in the cracks between 
many known facts with a liberal helping of 
speculative mortar: 


Upon his arrival in the Calumet Region, Tod 
quickly set to work estimating the situation. 
It took him no time at all to discover that 
Forsyth was not amenable to any modifica- 
tion of his claim on the land. In fact, he was 
unshakable: he would take either the 
$666,666.67 owed him, plus compounded 
accumulated interest, or he would take back 
his land—without back taxes. 


Forsyth’s was a fortress position, solid 
legally, and just plain right. He held a 
mortgage on the land that had been de- 
faulted, precipitating foreclosure. He was 
the wronged party. He knew that for sure 
because he had often been down this road 


before on foreclosures involving smaller 
property. For Jacob Forsyth the principle 
was the same. Besides, he now had no 
urgent need for the money and because of 
the depression there seemed no better way 
to invest it if he had it. He could afford to 
wait. Further, he was convinced that the 
economy would soon improve and that the 
land would be more valuable than ever. For 
evidence to support this belief, he had only 
to look westward across his erstwhile 
property line to Hammond. 


Marcus Towle’s new town was leading the 
nation out of the recession. New industry 
was building on both sides of the Grand 
Calumet, and Towle and James N. Young 
were plowing back their fortunes into some 
of the new industry. More than that, the area 
buzzed with news of the famous General 
Torrence's new investment in Hammond 

(a rolling mill), and especially with his plans 
to build a railroad from Hammond around 
the entire city of Chicago. Such a railroad 
would connect Hammond with every railroad 
entering or leaving Chicago, and greatly 
enhance the value of Hammond property— 
and the property next to Hammond. 


A belt line had been discussed in Chicago 
since railroads first began to arrive in the 
city from the East in the early 1850's. 
However, nothing was done to build one 
until a real estate developer and contractor 
named John B. Brown became interested in 
the matter in the 1870’s. Brown observed 
that while railroads helped the city expand 
and expansion increased property values, 
the greater that expansion the more difficult 
it was for new railroads to gain access to the 
city at reasonable rates. If railroads could 
not afford to get into the city, he reasoned, 19 
they would by-pass it and the city’s growth 
would be retarded, and property values 
would no longer increase at the same rate. 
So, on June 6, 1879, Brown obtained a 
charter for a railroad that would overcome 
this problem, especially as the problem 
existed to the south of Chicago where indus- 
trial growth was the greatest and through 
which practically all Eastern railroads 
passed to reach the city. 


From the beginning, Brown’s goal was to lay 
track and build facilities that could be leased | 
to other railroads so as to connect them with 
the iron and coal interests in South Chicago, 
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and to connect railroads entering and 
leaving Chicago—outside the city. That is, 
by means of Brown’s line, railroads could 
transfer cars without the cars entering the 
city proper. Finally, in May, 1880, the 
Chicago and Western Indiana Railroad 
opened 16.76 miles of track from Chicago 
south to Dolton, plus the first part of a belt 
line, a 4.53 mile branch to South Chicago 
called the Chicago and Western Indiana Belt 
Railway, and still another 1.93 mile branch 
to Brown's mill, called the South Chicago 
and Western Indiana Railroad, whose 
president was Joseph Thatcher Torrence, 
and which connected Torrence’s rolling mill 
with railroads passing through the Region. 


However, when James H. Bowen died in 
1881 and his South Chicago estate became 
available, the three railroads became key 
elements in the great Meeker-inspired land 
development scheme. Indeed, Torrence, 
recipient of so much Meeker patronage in 
the past, may have engineered the pack- 
aging of the railroads in the scheme, either 
at Meeker’s behest, or because he saw an 
opportunity for great personal gain. The first 
step in the packaging was the consolidation 
of the three railroads, which by then 
included a 9.08 mile stretch of track from 
Twelfth Street to Auburn Junction; a 23.75 


mile belt division that was essentially the 
Chicago, Milwaukee, and St. Paul tracks to 
South Chicago; a 7.53 mile Hammond 
Extension, running from Pullman Junction to 
the state line; and a 7.68 mile Dolton 
Extension from Auburn Junction to Dolton. 
The capital stock of this, Chicago’s and 
America’s first belt line railroad, was $5 
million, with $10 million in bonds being 
issued and secured by a mortgage on all the 
property of the new company. 


The great expectations of the Chicago and 
Western Indiana were crushed, however, 
when the East Chicago Improvement 
Company defaulted on its annual payments 
to Jacob Forsyth in 1883. When that 
happened, the entire Meeker scheme began 
to fall apart. In fact, within a year, Meeker 
himself lost everything he owned when the 
final report on the liquidation of the City 
National Bank was made. But even before 
that happened, Torrence unloaded his in- 
terest in Brown’s road at a great profit, and 
not long afterward (1883) Brown himself 
sold his interests to his five lessees: the 
Chicago and Eastern Illinois, of which Brown 
himself was president; the Wabash, St. 
Louis and Pacific; the Chicago and Grand 
Trunk; the Chicago and Atlantic (later 
consolidated into the Erie); and the 
Louisville, New Albany, and Chicago 
(Monon). And the idea of a true belt line 
railroad faded, although it was not forgotten 
by Torrence. 


Torrence sold out not only his interests in the 
Chicago and Western Indiana but also 
Brown’s Mill, which became the Calumet 
Iron and Steel Works, selling both properties 
when prices were at an all-time high for rail- 
roads and iron and steel works. When an 
economic downturn occurred in 1882, 
virtually killing the Meeker plan, Torrence 
simply turned his interest to national politics, 
supporting his old friend, General John 
Alexander Logan, the man who had gained 
federal funds to build Calumet Harbor. By 
that time, the extremely popular Logan had 
Presidential aspirations and, although the 
Republican nomination finally went to James 
Gillespie Blaine, Logan did receive the Vice 
Presidential nomination. This drew Torrence 
deeper into politics, and during the cam- 
paign he even traveled around the country 
with Blaine and Logan in what turned out to 
be the dirtiest presidential campaign ever. 
But with the campaign over and lost, and the 
nation still suffering an economic malaise, 


Torrence decided to reinvest some of his 
high-side profits in the Calumet Region, at 
low-side costs. 


At that time, Marcus Towle, founder of 
Hammond, and his protege and colleague, 
James N. Young, were offering land to 
manufacturers for practically no money at- 
all—provided they build a plant in 
Hammond. That offer, along with the city of 
Hammond's policy of not taxing new 
industry for many years after they arrived, 
made Hammond a most attractive place to 
locate a factory, assuming that adequate 
transportation could be arranged. Torrence 
thought it could by dredging the Calumet 
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River and the Grand Calumet River to Ham- 
mond, thus giving the city direct access to 
Calumet Harbor. So, in 1884, Torrence 
bought one-half interest in a financially- 
troubled rolling mill in Evansville, Indiana, 
disassembled it, moved it to Hammond, re- 
assembled it, and threw up a building 
around it on land within walking distance 

of Forsyth’s disputed estate. With rela- 
tively little investment, therefore, Torrence 
wound up with a highly valuable industrial 
property in an area having a great deal 

of promise. 


However Torrence’s new plant did not dis- 
tract him from the concept of a belt line 
railroad which, now that his plant was com- 
pleted, seemed as important to the plant’s 
success as dredging the rivers. Observing 
the impressive industrial growth of Ham- 
mond, and viewing Hammond as something 
of an extension of the South Chicago area, 
Torrence concluded that the belt line should 
run from Hammond in a wide arc around 
Chicago, with spurs to industrial concen- 
trations within the arc. Such a belt line 
would greatly increase the value of his 
Hammond property, and for that matter all 
of the land in the vicinity. In 1886, therefore, 


Torrence revived the belt line idea, greatly 
refined it, and organized the Chicago and 
Calumet Terminal Belt Line Railroad, in 
association with Towle and Young, whose 
properties in Hammond stood to benefit 
greatly from a belt railroad. Towle, who had 
started a bank in Hammond that year, and 
Young, therefore, each committed one 
million dollars for the railroad, and although 
construction on the line did not start 
immediately, the plan for a new belt railroad 
had a profound effect not only on them but 
on Robert Elliot Tod. 


In his dispatches to his uncle, young Tod 
reported accurately that Jacob Forsyth 
planned to hold onto his claim to the land 
indefinitely, and seemed perfectly capable 
of doing so. He also reported that just a 
short hike to the west on the banks of the 
Grand Calumet the town of Hammond 
boomed despite the recession, and that the 
route of natural expansion for Hammond 
would be eastward along the river into the 
disputed Forsyth land. The best hope for 
saving the British bondholders’ investment 
in the Forsyth land, therefore, was to 
somehow link it with nearby Hammond, 
which seemed to be generating a surplus of 
money for reinvestment. How to do that was 
another matter. 


After weighing Tod’s reports, Kennedy con- 
cluded the British were attempting to lock 
the door after their millions had been squan- 
dered; that indeed the Forsyth land would 
increase in value, and that old Jacob 
Forsyth knew that better than anyone, and 
would probably not relinquish his claim to 


_the land even if he was paid in full. Still, 


the British had their rights, too. The 

only crime they were guilty of was being 
foolish enough to trust a pack of Yankee 
speculators with their money, without 
adequate representation in America, the 
British not seeing fit to retain Kennedy 

to monitor the investment until the invest- 
ment was long gone. But, while he had 
many other troubled fish to fry he would give 
the Forsyth affair his best effort. 
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Finally, Kennedy wrote the British, who 
shared a secondary claim on the land, that if 
the litigation in the courts was allowed to 
complete its career Forsyth, by then an 
expert on English law, would most surely 
win. He advised the British that if they per- 
sisted in the courts toward the goal of an 
unconditional surrender that they would lose 
their investment entirely. He recommended 
that the British either provide the additional 
funds to pay off the money owed by the East 
Chicago Improvement Company to Forsyth, 
with interest, or allow Kennedy to work out a 
new package that subsumed both the British 
and Forsyth in it, and which would be attrac- 
tive to Forsyth. 


Disinclined to throw good money after bad, 
the British opted for the new package 
solution. However first Kennedy tried to 
finesse, instructing his nephew to offer 
Forsyth shares in the East Chicago Improve- 
ment Company in exchange for his claim. 
Forsyth would have none of it, seeing 
instantly that by becoming the major stock- 
holder in a venture without visible capital he 
would be exchanging his primary claim to 
the land for a secondary one, thus switching 
positions with the British stockholders. Sur- 
prisingly, though, he did accept the concept 
of his being a principal in the development of 
the land—provided fresh money could be 
brought into the venture. 


Melville, of course, would not or could not 
supply that money, so Kennedy instructed 
Tod to survey the Calumet Region for 
possible sources of new investment. In the 
course of this survey, Tod finally met the 
charismatic General Torrence and the teen- 
aged Tod was overwhelmed by sucha 
bigger-than-life, genuine hero. 


A At about Tod’s age, Torrence 
had been a Civil War hero, as 
his prominent limp constantly reminded all 
who met him. A tall man with a magnificent 
physique and an overpowering presence, 
Torrence after the war had become a steel 
pioneer, helping lead America’s ‘‘second 
revolution” into an industrial age. When the 
railroad strikes of 1877 threatened the very 
existence of Chicago, it was Torrence, atop 
a spirited charger, sabre drawn, who led the 
charge against the rioters and anarchists 
and who brought the riots to a relatively 
peaceful conclusion. And when the 
Calumet Region’s attempts to industrialize 
faltered following the Panic of 1873, Tor- 
rence again came to the rescue, building the 
first steel mill and, in the minds of many, 
restoring spirit to the Calumet Region. 


Tod found Torrence not only impressive, but 
graciously cooperative. There was a special 
reason for this. Ever since his first venture 
into railroading, Torrence felt that the real 
potential of the Calumet Region could be 
achieved only by a complex system of water 
and rail transportation that exploited the 
Region's unique location on a great lake, a 
river, and near what was becoming the rail 
center of the nation. And he had a plan to 
achieve such a system. 


With Bowen, Torrence had already used his 
considerable influence to get the Grand 
Calumet River dredged as far as Hammond, 
and although refuse from the 
slaughterhouse dumped into the river 
frustrated the effort, Torrence felt a water 
route to Hammond would soon be available. 
But a water route and a few miscellaneous 
short line railroads, including his own, was 
not enough for Torrence. He felt that the 
Calumet Region must have access to all 
major northern railroads and to achieve that 
required an interconnecting belt line that 
would encircle Chicago close-in, and 
connect with every industry in the Calumet 
Region, present and anticipated. Unfor- 
tunately, such a line would cost a great deal 
of money to build and, at the time, most of 
Torrence’s own resources and those of his 
colleagues, Towle and Young, were tied up 
in various Hammond enterprises. 


However, the far-seeing Torrence even had 
a plan to finance the belt line, and he shared 
it with Tod. It depended on development of 


the Forsyth land immediately east of 
Hammond. In its simplest terms, Torrence’s 
plan consisted of his persuading Towle and 
Young to temporarily withdraw money from 
Hammond, or borrow on investments 

there, and reinvest in the initial industrial 
development of the Forsyth land. As soon as 
the initial phase was complete, Towle and 
Young would sell their interests and use the 
profits to finance the beltline, which would 
extend eastward from the stateline right into 
the new development, and be a crucial part 
of it. All that was required to effect the plan, 
Torrence felt, was clear title to the Forsyth 
land, and after outlining the plan to Tod 
Torrence decided that he himself would 
have to speak with Jacob Forsyth, a man not 
impressed by heros but susceptible to heroic 
plans. 


By the time Torrence met with Forsyth, he 
had enlarged his scheme to epic propor- 
tions. No longer was the plan simply one of 
running the belt line a little farther eastward 
and creating an industrial community at the 
end of the line. Much more comprehensive, 
the new plan envisioned running a canal 
southeasterly from the bump in the shoreline 
called Poplar Point to a place where it would 
branch off in two directions. The south leg 
would connect with the Grand Calumet River 
which would be dredged to that point. The 
west leg would cut through the chain of 
lakelets—Berry, George, Wolf, Hyde, and 
Calumet—intersecting the Calumet River 
just south of Brown's Mill. 


Thus, Torrence would create an industrial 
island, comprised mainly of Forsyth land, 
that would have access to water in all 
directions, and through that water to 
national and world ports. And the industries 
would also have easy access to all major 
northern railroads and, with connections, 
with all other railroads and points on them in 
the country. For good measure, Torrence 
threw in a lakeshore channel that would run 
from Calumet Harbor, to a harbor at Wolf 
Lake, to Poplar Point, and all the way to 
Michigan City, from which point a canal 
would be dug to Lake Erie, thus eliminating 
the long trip up Lake Michigan and down 
Lake Huron into Lake Erie. The waterway 
system would be the most extensive and 
comprehensive in the world, and the 
complementary rail network the most 
comprehensive. 


Such a vision, with its cornucopia of 
rewards, inflamed the imagination of the 
ordinarily cautious Jacob Forsyth. It was 
irresistible. It was George Washington 
Clarke's dream of a metropolis at the foot of 
Lake Michigan all over again with dimen- 
sions and facets that even the romantic 
Clarke never conjured up. It was a hallu- 
cination that was feasible, even probable. 
Torrence was a doer, not just a dreamer. 
Everything he had ever undertaken, except 
his efforts to get Blaine elected President, 
had been successful. If he were in charge, 
the job would get done. Or so Forsyth 
believed. 
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Although Jacob Forsyth bought Torrence’s 
vision, several practical obstacles had to be 
overcome. One was the clearing up of the 
title. Kennedy’s way over that hurdle was to 
propose the East Chicago Improvement 
Company sell the land they had defaulted on 
to Torrence, Towle, and Young for sig- 
nificantly more than four million dollars, thus 
recovering Melville’s investment, with divi- 
dends, plus a significant share of the new 
enterprise. Torrence countered with a 
proposal that took into account the realities 
of the situation. 


First, it included Jacob Forsyth, who was 
not likely to exclude himself from any new 
package that involved land of his that had 

a potentially rising market value. Second, it 
took into account the fact that while 
Torrence-Towle-Young money was available 
for investment, much of it was tied up in 
other business enterprises, and if they in- 
vested the rest of the venture capital in land 
there would be none left for development, 
Torrence’s particular interest. Third, the 
Towle and Young enterprises in Hammond 
would have to in some way benefit from the 
package, since Hammond was their primary 
concern. 
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So Torrence, communicating to Kennedy 
through Tod, stipulated that any new 
package would have to not only include 
Forsyth but some fresh money, in addition to 
whatever Torrence-Towle-Young might 
invest. Meanwhile, Torrence would get word 
to Forsyth that money from Towle and 
Young would be available on a short-term 
investment basis, virtually a loan at high 
interest. 


Torrence’s visionary plan had two flaws. 
First, it was predicated on the assumption 
that a ditch dug along a canal route could be 
turned over to the federal government for 
further development and maintenance. 
Although the Rivers and Harbors Act of 1866 
provided for this and had resulted in many 
waterway improvements throughout the 
North, waterway development by the 
national government was uneven and un- 
predictable. There was no guarantee that 
federal money would be available for further 
Calumet Region development by the time 
Torrence’s plan was fulfilled. On the other 
hand, digging a canal ditch that connected 
with the Calumet River system seemed a 
reasonable gamble, inasmuch as the federal 
government had already invested so much in 
Calumet Harbor and the Calumet River. In a 
sense, Torrence’s waterway plan was 
simply an extension, albeit a vast one, of 
what the federal government had already 
begun. 


The second flaw in Torrence’s plan was a 
more immediate one. A belt railroad of the 
type Torrence envisioned simply would cost 
an enormous amount of money—more than 
Towle and Young were prepared to ante up. 
In fact, the belt line would require more 
money to build than had been invested in the 
disputed Forsyth land, in a sense it would be 
an expensive tail wagging a disagreeable 
dog. Yet, the belt railroad was the key to 
Torrence’s plan, the missing link in a coast- 
to-coast railway system for freight. It would 
also make the Forsyth land worth not only 
more than the million dollars the Swamp 
Baron sold it for (to Alexander), but much 
more even than the three million dollars 
Alexander had sold it for (to the East 
Chicago Improvement Company). Much, 
much more. The beltline, therefore, was 
worth whatever effort it took to find addi- 
tional venture capital. 


Precisely how the necessary money was 
assembled is not known, but it is likely that 
the money was found as a consequence of 
Torrence and Kennedy both having contacts 
with sources of investment capital that were 
interrelated. In Torrence’s case, the contact 
was indirect, through an old comrade in 
arms. During the Civil War, Torrence had 
been a member of the Fifty Second Ohio 
Volunteers, a unit dominated by the illus- 
trious, Ulster-Scot-descended ‘‘Fighting 
McCooks.”’ In all, 15 McCooks fought as 
officers for the Union: Major Daniel 
McCook, his nine sons, and five cousins. 
The youngest of McCook’s sons was John J. 
McCook, who was even younger than Tor- 
rence when, at 16, he dropped out of 
Kenyon College to join the unit. (Torrence 
was 19). Along with Torrence, a non- 
commissioned officer, young McCook soon 
found himself in the bloody Battle of Perry- 
ville, where Torrence took four bullets and 
was permanently sidelined from the war. 
McCook, however, survived Perryville and 
went on to fight at Stone River, Tullahoma, 
Chattanooga, and Chickamauga, and with 
General Grant from the Battle of the Wilder- 
ness to the crossing of the James River. 
Finally, though, after being commissioned a 
captain of the first United States Volunteers, 
McCook too was severely wounded, in the 
battle of Shady Grove on May 30, 1864. For 
gallant service, McCook was promoted to 
major, and then breveted Lieutenant Colonel 
of volunteers, and mustered out of the 
service on November 1, 1864—discharged 
like Torrence before he was even 20 years 
old. 


After the war, McCook rose to even greater 
heights as a civilian. Returning to Kenyon, 
he completed his degree in 1866, went to 
Harvard Law School, and became a promi- 
nent Eastern lawyer with connections to 
numerous sources of financing. In time, 
McCook organized the Mercantile Trust 
Company and the National Banking Cor- 
poration. He also became a director of the 
American Surety Company, the Wells Fargo 
Company, the Sun Insurance Office, and the 
International Banking Association. Most 
important of all, however, McCook became 
a director of the Equitable Assurance 
Company and the Equitable Assurance 
Society, which were run by James Waddel 
Alexander, Charles Beatty Alexander's 
cousin, and on whose boards Kennedy sat. 
Beyond his involvement in financial insti- 
tutions, though, McCook also became 
deeply involved in railroads. He helped 
make possible the nation’s first practical 
elevated railroad, the Sixth Avenue line in 
New York (1872), and became a director 
and ultimately counsel for the Atchison, 
Topeka and the Santa Fe, which at the time 
of the Forsyth land deal was building a line 
from Kansas City to Chicago, and which 
required a convenient connection with 
Eastern railroads. 


The Santa Fe connection grew out of 
McCook's legal service to Kidder, Peabody 
and Company of Boston and New York, a 
highly successful private banking firm. 
Where most private banks originated and 
wholesaled new securities, Kidder, Peabody 
provided a full-range of banking services— 
Originating, purchasing, and underwriting 
securities, selling some in large blocks to 
wealthy individuals and institutions (such as 
life insurance and trust companies), selling 
also to brokerage houses that resold them to 
investors. It also held sizable amounts of 
issues it sponsored for its own clients, many 
of whom were individuals of modest means. 
The firm’s great success was attributable to 
three factors: its ties to Boston wealth, its 
alliance with Baring Brothers of London, and 
the support it received from giant U.S. 
insurance and trust companies, which were 
vital to the successful flotation of new 
securities. So Kidder’s, like other major 
investment banking houses, sought and 
maintained close ties with such institutions, 
especially by placing the firm’s partners on 
the boards of these large institutional 
investors. 


One of the most important of these di- 
rectorships was held by George Calvin 
Magoun on the Board of the Equitable Life 
Assurance Society. Magoun had joined 
Kidder’s as a clerk in 1867 and a year later 
opened the firm’s New York office, which 
became an independent Kidder, Peabody & 
Company branch in 1871. In 1872, Magoun 
was admitted as a partner, the first new 
partner since the firm was organized. 
Magoun gradually became the firm’s expert 
on corporations, and when Kidder’s took 
over the Atchison, Topeka and Santa Fe 
(completed shortly after the Forsyth land 
deal), it was Magoun who engineered the 
deal, which involved $250 million of new 
securities. For his skill and ingenuity in 
planning and executing the deal, Magoun 
was lavishly and publicly praised in the 
financial community, The Commercial & 
Financial Chronicle calling his plan ‘‘a brill- 
iant conception.’’ And Magoun became the 
chairman of the Santa Fe board. 


In connection with the Atchison, Topeka & 
the Santa Fe takeover, and earlier corporate 
financings, Magoun was greatly supported 
by the great London banking house of Baring 
Brothers, a member of which, Thomas 
Baring, joined Magoun as a partner in 
Kidder’s New York branch on January 1, 
1886. Baring Brothers was (and is) one of 
the world’s handful of powerful merchant 
banks of which the poet Byron once said: 
“Every loan. . . seats a Nation or upsets a 
Throne.’’ More recently, Joseph Wechsberg 
observed: ‘‘The legend of the merchant 
bankers immediately makes one think of 
international intrigue, world power, kings 
and dictators in need of loans, empire 
building or empire toppling . . . revolutions 
that were financed by the merchant 25 
bankers, dramatic coups launched by daring 
operators—the mysterious atmosphere of 
‘international, big finance’ . . ."’ And Baring 
Brothers was one of the most powerful 
merchant banks of them all. As Cardinal 
Richelieu once put it, ‘‘There are six great 
powers in Europe: England, France, Russia, 
Austria, Prussia and the Baring Brothers.”’ 


For years prior to the Forsyth land deal, 
Baring Brothers had had a particular interest 
in the United States and Canada, so much 
so that the European financial community 
dubbed Barings the ‘‘American House.”’ 
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Indeed, Barings even became bankers for 
the United States government. The firm 
financed the United States during the 1795 
negotiations with the Barbary Powers of 
Algiers, Tangiers, and Tripoli; in 1798 the 
firm financed the U.S. in the undeclared war 
against France; and when Thomas Jefferson 
wanted to expand the United States, Barings 
financed the Louisiana Purchase. During the 
three decades spanning the Civil War and 
the period when the United States changed 
from an agricultural nation to an industrial 
one (1860-1890), Barings provided not only 
40 million pounds from British investors for 
United States and Canadian government 
loans, but a whopping 500 pounds for 
private American business ventures. 


Barings had a particular interest in 
American railroads, which the firm began to 
finance in the early 1840's. Always con- 
servative, however, Barings refused to be 
infected with the railroad fever that was so 
prevalent in the United States in the 19th 
Century. After 1853 Barings sold only 
securities in which the firm itself was willing 
to invest, making it clear to Kidder, Peabody 
that Barings supported American growth, 
but not reckless growth. To make this self- 
control mechanism work, Barings, probably 
through Kidder’s, had a widespread intel- 
ligence network, and although Baring deals 
often appeared bold, the bank acted only on 
the basis of sound advance information. It 
was undoubtedly this intelligence system 
that persuaded Barings to invest in the 
Forsyth land deal, although they were not 
willing to take the entire risk. Other investors 
were required, and so Kennedy, with his 
many British connections, brought another 
touch of aristocracy into the Forsyth land 
deal. 


Sir Stafford Northcote, Earl of Iddesleigh, 
was one of the prominent nobility of Queen 
Victoria’s court, and was also once 
England’s Chancelor of the Exchequer. In 
his own right, Northcote was in a strong 
position to invest heavily in America. A 
member of a large English syndicate making 
heavy purchases of land in the United 
States, Sir Stafford was apparently taken 
with Torrence’s vision of a super- 
industrialized Calumet Region. In any event, 
Sir Stafford, whose son, H.O. Northcote, 
had been a partner in J. Kennedy Tod since 
it was re-formed from J.S. Kennedy & 
Company in 1883, invested in Kennedy's 


new syndicate, and dispatched another son, 
Amyas Northcote, to monitor his investment, 
as a partner in the Chicago real estate law 
firm that became known as Aldis, Aldis, and 
Northcote. (As it turned out, this was highly 
convenient for Amyas Northcote, because 
he soon married (May 16, 1890) an 
American, Nellie Dudley of Frankfurt, Ken- 
tucky, a descendant of Robert Dudley, 

the famous Earl of Leicester and Queen 
Elizabeth's favorite courtier. Oliver North- 
cote, incidentally, married into the famous 
banking, real estate, and political Fish 
family of New York.) 
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Not all members of the Kennedy syndicate 
were British, however. For American 
money, Kennedy drew on the Central Trust 
Company of New York, on whose board he 
also sat, and whose president was Frederick 
P. Olcott. A career banker, Olcott had once 
been appointed New York state comptroller 
by Governor Samuel J. Tilden, Alexander's 
client, who like Magoun, Kennedy, and 
Olcott was an expert on railroad financing. 
Before his career was over, in fact, Olcott 
helped to reorganize and was director of 
the Philadelphia and Reading; the Galves- 
ton, Houston and Henderson (of which he 


became president); the Denver City Cable 
Road; the Brooklyn Elevated Railroad; the 
Third Avenue Railroad; the Toledo, St. Louis 
and Kansas City Railroad; the Cincinnati 
Northern; the Detroit, Toledo and 
Milwaukee; and the Cincinnati, Jackson and 
Mackinaw Railroad. He was also a diector of 
the Delaware, Lackawanna & Western 
Railroad, among others, and he brought the 
great Southern Railway properties out of 
chaos. In all, Olcott restored order and 
confidence in more than 10,000 miles of 
railway properties, worth an estimated half 
billion dollars. 


So the reconstituted Kennedy syndicate was 
comprised of some original investors who 
essentially maintained their original interest, 
other original investors who apparently in- 
creased their interest, and some altogether 
new investors. In the first category were 
Alexander with his 42 percent share of the 
East Chicago Improvement Company (and 
perhaps the rest, although Kennedy may 
have assumed that), plus Melville, whose 
bondholders represented most of the ‘‘real”’ 
money in the original enterprise. In the 
second category were George C. Magoun 
and Thomas Baring, his brother Cecil, who 
became partners in Kidder, Peabody and 
Company of New York, and Alexander 
Baring, who became another partner in J. 
Kennedy Tod. (Baring Brothers probably 
owned some East Chicago Improvement 
Company bonds handled by Melville, and 
were persuaded by Kennedy to become 
more involved.) The third category included 
the Northcotes and Olcott in behalf of the 
Central Trust Company of New York, plus 
Marcus M. Towle and James N. Young of 
Hammond, who invested a million dollars 
each, money possibly borrowed against 
their equity in the Chicago, Calumet & 
Terminal Railroad, Torrence’s projected 
beltline around Chicago. 


The common denominator of the syndicate, 
of course, was an intense involvement in 
railroad financing. Kennedy, Alexander, 
McCook, Olcott, Baring, and Magoun were 
all heavily involved in railroads. Kennedy 
was one of Wall Street’s leading financiers 
of railroads, especially western railroads, 
and McCook had many railroad clients and 
served on their boards. The Barings 
financed railroads not only in North America 
but in South America where they were 
heavily committed. Olcott and Magoun were 


among the nation’s foremost experts in 
railroad financing and refinancing, and 
Towle and Young needed a connecting rail- 
road to enhance their investments in 
Hammond. All, therefore, had a strong 
interest in a belt line around Chicago that did 
not by-pass the city but was far enough 
outside to avoid congestion, and that would 
connect the eastern railroads in which 
Olcott and Alexander were interested with 
the western railroads that concerned 
Kennedy, McCook, Baring, and Magoun. 


The strategy of the new syndicate was to use 
the Forsyth land to pay for the cost of 
building the belt railroad. Thatis, provide 
enough money to clear and level Forsyth’s 
land nearest Hammond, dig a canal ditch, 
and construct the belt railroad, and then sell 
the improved land. Part of the process was 
to prepare factory sites along the west side 
of the canal and along the beltline tracks 
which, after running eastward from Ham- 
mond, would extend both north and south 
perpendicular to the main stem and parallel 
to the canal. These factory sites, therefore, 
would have rail connections with all trunk 
lines that terminated in Chicago, plus a 
water connection with the Great Lakes and, 
in the future, the Mississippi River and world 
ports. Such sites would be offered to entre- 
preneurs at extremely reasonable rates, and 
once the factories were built—or even 
before they were completed—the rest of the 
land would be sold as lots for houses and 
buildings to accommodate the factory 
workers and merchants. That’s where the 
money would be made. The proceeds from 
the sale of these lots would then be used to 
pay off the cost of building the beltline rail- 
road. Whatever was left over would be 
profit. In other words, most of the profit 27 
would come from the sale of factory sites 
and lots on the east side of the canal, those 
not used to ‘‘secure’’ money advanced 

for land improvement on the west side of the 
canal and for beltline construction. 


With this strategy agreed to, all claimants to 
the Forsyth land yielded their rights, ap- 
parently in exchange for stock in two 
companies. One company received lands 
and claims—Forsyth’s first mortgage on the 
land, Melville et al’s second mortgage 
claim, claims of the East Chicago Improve- 
ment Company (Alexander et al.), plus fresh 
investment money. The land company then 
cut off a piece of its land and ‘‘sold”’ it toa 
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second company, which was essentially a 
development company, the land company 
retaining a minority ownership of the devel- 
opment company, along with Towle, Young, 
Torrence, and Forsyth. The development 
company apparently also received the equity 
of Towle, Young, and Torrence in the belt- 
line railroad, or money borrowed against 
that equity. The syndicate then provided the 
land development company with money to 
improve the land, with British money 
(probably) being used to dig the canal, and 
American money used to develop the parcel 
of land designated for factory sites and lots, 
and to build the beltline railroad. Spe- 
cifically, the money for land development 
and the beltline railroad came from the 
Central Trust Company of New York via 
Olcott, Olcott loaning the development 
company more than a million dollars for land 
development and $10 million for the 
railroad. 


Accordingly, the Standard Steel and Iron 
Company was formed in May, 1887 with 
Torrence president, Tod secretary, and 
Forsyth, not surprisingly, treasurer. Its 
mission was to develop the most easily- 
worked land nearest Hammond into the old 
Sheffield concept: a concentration of iron 
and steel industries within close proximity to 
each other. The company would make its 
profits from the sale of industrial sites, and 
from the sale of real estate for homes and 
business. It might also invest in some of the 
new industries, as Towle and Young had in 
Hammond. A second company, the Calumet 
Canal and Improvement Company, would be 
the land company. 


Although the details of the package 

have become blurred with time, some 
reconstruction of them is possible: the East 
Chicago Improvement Company turned 
over its land and its obligations to the 

new Calumet Canal and Improvement 
Company in July, 1887, the East Chicago 
Improvement Company officially transferring 
the land to Joseph Thatcher Torrence and 
his wife. They immediately turned it over to 
the Calumet Canal and Improvement 
Company, whose principal stockholders 
were Towle, (president), Torrence, and 
Forsyth, and John Stewart Kennedy who 
personally invested one million dollars in the 
same company. In addition, Forsyth relin- 
quished his claim to the land. 


Simultaneously, Towle, for the Calumet 
Canal and Improvement Company, sold land 
to the Standard Steel and Iron Company, for 
stock in the latter company. The stock was 
then assigned to the ubiquitous William W. 
Green for the East Chicago Improvement 
Company stockholders, whose principal 
remaining stockholder was, of course, 
Charles B. Alexander. 


The British bondholders in the East Chicago 
Improvement Company, along with 
Kennedy, received stock in the Calumet 
Canal and Improvement Company, and 
became its majority stockholders. Mean- 
while, Towle and Young each invested a 
million dollars in the Standard Steel and Iron 
Company, Torrence invested the proceeds 
from the sale of his Hammond rolling mill, 
and stock was issued accordingly. Stock 
was also awarded to Torrence for putting the 
deal together, and to Forsyth for relin- 
quishing his claim on the land via the 
Calumet Canal and Improvement Company. 


The effect of all this was that Towle, Young, 
Green (for Alexander), Torrence and 
Forsyth, and the Calumet Canal and 
Improvement Company owned the Standard 
Steel and Iron Company, the first four with a 
million dollars worth of stock each, and 
Forsyth with two-thirds of a million. The 
company had almost three million dollars in 
working capital to develop the one thousand 
acres. At the same time, the Calumet Canal 
and Improvement Company with the British, 
Kennedy, Towle, Torrence, and Forsyth for 
owners, hada million dollars to build a pier 
at Poplar Point, develop a harbor, and dig 

a canal. 


Three months later, in October, 1887, 
Forsyth (as always, through his wife) bought 
637 acres from the Calumet Canal and 
Improvement Company for $290,000 and 
turned the land over to the Standard Steel 
and Iron Company, in exchange for stock, 
making him a co-equal partner with the 
other stockholders. That same fall, the Stan- 
dard Steel and Iron Company laid out the 
Village of East Chicago on its site, prepara- 
tory to leveling and filling the following 
spring. The next February (1888), before the 
actual preparing of the site began, Forsyth, 
probably borrowing against his interest in 
the Calumet Canal and Improvement 
Company (through his wife again), bought 


the interests of Marcus M. Towle and James 
N. Young in the Standard Steel and Iron 
Company, giving Forsyth control of a well- 
conceived and well-capitalized firm. 


With his interest in the two East Chicago 
companies, Jacob Forsyth had made the 
complete cycle. Having started out 
developing the land he switched, after the 
holocaust, mainly to land buying and selling, 
only to revert to developing the land with his 
participation in the development of East 
Chicago. But if he had learned anything at 
all about land development, especially as 

a result of his relationship with James H. 
Bowen, it was that the first order of business 
is to find a magnet industry. Once obtained, 
all manner of industry could be attracted to 
serve the magnet. The fact of the matter 
was that the Standard Steel and Iron 
Company, for all Torrence’s elaborate 
plans, had no sure-thing magnet. Once 
committed to the East Chicago project, 
Forsyth preferred something less abstract 
than Torrence’s dreams, something 
tangible, or the promise of something 
tangible. And he acted on that preference. 


XIV. 


When Jacob Forsyth lived in western Penn- 
sylvania, a patent medicine called Kier’s 
Rock Oil had gained some popularity in the 
region as a cure for rheumatism. Actually, it 
was nothing more than the same stuff that 
had been seeping to the surface of the land 
for as long as anybody could remember, and 
which farmers in Venango County skimmed 
from Oil Creek, a branch of the Allegheny, 
and used to grease their wagons. Other- 
wise it was a bother, especially for Samuel 
M. Kier, whose wells persistently pumped 
up the unctuous nuisance as well as salt 
water. So since he couldn't lick it he joined 
it. He simply put it on the market and sold it 
as a cure for aches and pains and whatever 
ailed bodies of the local populace. 


But then George H. Bissell, a Dartmouth 
College graduate, came into the area and 
took a sample of the stuff to Benjamin Silli- 
man, Jr., professor of chemistry at Yale 
College, for analysis. In 1851, Silliman 
reported that an excellent illuminant could 
be made from the substance, and not only 
that, it could yield important by-products. 
So Bissell formed a corporation, turned pro- 
moter, and sent Edwin Drake, one of his 
stockholders, to Titusville, Pennsylvania. 
Two years after Forsyth moved out of the 
region to Chicago, Drake, using salt well 
drilling methods, hit his first oil well, setting 
off a stampede to western Pennsylvania akin 
to the 1849 gold rush. 


T Tiny factories, barely distin- 
guishable from nearby moon- 
shine stills, ‘‘refined’’ the petroleum, 
heating crude oil in large kettles and, after 
the volatile elements had escaped, con- 
densing the kerosene in coils cooled by 
water. Drillers discarded the heavier 
petroleum tars. Anyone at all with a little 
capital could get into the business, and 
thousands did, including William Graver 
who, starting in 1858, built storage tanks at 
Allegheny, Pennsylvania. 


By 1864, the oil fields around Titusville had 
expanded to 400 square miles, and eight 
years later not only western Pennsylvania 
but parts of West Virginia and Ohio were 
also part of two thousand square miles in the 
United States devoted to the production of 
oil. With all the wild competition, however, 
prices fluctuated madly, to the distress of 
petroleum centers in Pittsburgh, Baltimore, 
New York, and Cleveland. But in Cleveland, 
someone was doing something about the 
problem. 29 
John Davidson Rockefeller, a native of Rich- 

ford, New York (1839), had moved with his 

parents to Cleveland when he was 13, and 

before he was 21 was a partner in a produce 
commission firm. With some of his profits, 

he backed a highly improved refinery 

process in 1862, and three years later went 

into the oil business full time, seeking order 

and stability in the industry. He offered re- 

finers an opportunity to merge on generous 

terms. Some did. Those who did not he 

crushed. Secretly he agreed with railroads 

running out of Cleveland on a kickback by 

which his Standard Oil rates would be 25 to 

50 percent lower than those charged other 
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companies, the railroads rebating money to 
Rockefeller on every barrel of competitor’s 
oil shipped. He also cut the United States 
into sections and ordered agents assigned 
each section to sell 100 percent of the oil 
sold in their sections, rewarding successful 
agents with higher salaries and promotions, 
firing unsuccessful agents. He employed 
spies. He cut prices. He collected pipeline 
companies that carried crude to railway 
centers and refineries. He built his own 
terminal warehouses. He built factories to 
make barrels and other necessary articles. 
He eliminated hundreds of wholesalers and 
middlemen. By 1879, Rockefeller controlled 
more than 90 per cent of the nation’s oil 
business, a position he maintained by the 
invention in 1879 of the Standard Oil Trust, a 
mechanism that enabled him to operate all 
over the country, not just Ohio. 


Long before that, however, Pennsylvania oil 
fields had run thin and the Lima-Indiana 
field, stretching from Lima, Ohio, to north- 
eastern Indiana became the new primary 
source. Unfortunately, Lima oil had a heavy 
sulphur content that gave off the over- 
powering smell of rotten eggs, much to the 
displeasure of housewives who complained 
to grocers and tank wagon drivers. So 
Rockefeller ordered his experts to find a way 
to make odorless kerosene. Before they 
succeeded, however, Herman Frasch, 

a German-born pharmacist who had en- 
tered the petroleum refining business 


in London, Ontario did. Frasch devoted 
himself so successfully to refining 

and purifying Canadian oils that his product 
became the world’s highest grade pure oil, 
a serious competitor to Rockefeller oil. 
Rockefeller wanted Frasch’s patents. 


During this time, the well-read Forsyth, 
always informed of business trends and 
developments, decided to contact Rocke- 
feller at his New York office. Using his 
influence at the Erie Railroad, one of the 
principal lines used by Rockefeller for his 30 
Cleveland refineries, Forsyth arranged a 
meeting, in which he extolled the virtues of 
the growing Chicago market. Persuaded, 
Rockefeller agreed to locate a refinery on 
some of Forsyth’s Chicago lands and quickly 
had his National Transit Company, a pioneer 
in pipeline construction and operation, 
acquire pipeline rights from the Lima- 
Indiana field to Forsyth land at about what is 
today Chicago’s 100th Street at the lake- 
front, and run a 225-mile pipeline, the 
world’s longest, to tanks to be erected at 
that location. 


The local population was ecstatic, and 
looked forward eagerly to the economic 
benefits of a full-scale refinery east of 
Colehour. That hope seemed to be fulfilled 
when, in 1888, Rockefeller bought Frasch’s 
patents. And when the first crude came 
coursing up the pipeline to southeast Hyde 
Park, the local population celebrated its 


arrival. However, the fickle locals soon 
turned up their noises at refinery plans— 
with their first whiff of Lima crude. 


Enthusiasm soured. Opposition became 
belligerency. Opponents of the refinery held 
mass meetings to protest Rockefeller’s 
plans. When one of the putrid storage tanks 
collapsed, rotting the atmosphere, the 
locals threatened lawsuits, an ingratitude 
Rockefeller could live without. 


Beseiged already by politicians and pub- 
lishers calling for laws to restrain his oil 
monopoly, Rockefeller looked for an alter- 
native, an isolated place on the pipeline near 
the Chicago market. Forsyth was ready 
again. He had land back down the pipeline a 
few miles. Not enough for a whole refinery, 
but $81,000 worth. The rest would be readily 
available from Whiting settlers. More 
important to Forsyth, though, was that he 
now had his magnet, the most powerful 
imaginable. It was with this inside 
knowledge that Standard Oil was coming to 
Whiting in a big way that Forsyth bought out 
Towle and Young's Standard Steel and Iron 
interests in February, 1888, for substantially 
more than their $2 million investment. 


Forsyth was not the only person to have 
inside information about Rockefeller’s plans. 
William Graver had succeeded in the oil 
industry from the start by being ahead of the 
industry, anticipating Drake's strike by a 
year with storage tank construction, and 
later being first to make light, relatively 
inexpensive tanks which, since 1885, he had 
made in Lima, Ohio. So when Forsyth 
happened to reveal Rockefeller’s secret 
Whiting plans to him, Graver did not have to 
be told twice. 


He quickly bought into the nearby (to 
Rockefeller’s future refinery) Standard Steel 
and Iron plot and, in June, 1888, sent his 
brother-in-law, William H. Penman, to build 
a new Graver Tank Works in it. More than 

a year before refinery construction started, 
the Graver Tank Works in the Standard Steel 
and Iron plot was not only up, but employed 
75 men, and Graver already had plans for 
expansion. 


Once industry was committed to the 
Standard Steel & Iron plot, additional indus- 
try came in steady procession: Graver’s 
plant, completed in the fall of 1888 was 


followed by a sawmill, built and operated by 
John H. Lesh (Lesh, Prouty & Abbott Co.), 
then the Chicago Horse Shoe Co., then the 
East Chicago Foundry Co., owned by Zenas 
Burns (which burned down but was quickly 
rebuilt), then the Treat Car Wheel Shop, and 
then the rolling mill that would employ the 
greatest number of men. Nearby, another 
Standard Oil-related organization, Grasselli 
Chemical Company, located a plant (1892) 
that produced chemicals used to make 
petroleum products. 


By 1895, the Standard Steel and Iron plot 
would also include the East Chicago Tank 
and Boiler Works, the Famous Manufac- 
turing Co., Drexel Railway Supply Co., Irwin 
& Haskell Lumber Mills, The Seymour 
Manufacturing Co., the Illinois Steel Co. 
(branch), and Potter Hollis & Co. And the 
business conducted by all of these 
companies would represent an investment 
of $19 million, more than any comparable 
development in the world. 


T This sudden industrial develop- 
ment—some two decades after 
the Civil War—was made possible in major 
part by Torrence’s Chicago-encircling 
Chicago and Calumet Terminal Belt Line 
Railroad. Originally organized by Torrence in 
1886 in association with Towle and Young, 
the belt line gained real impetus with the 
Standard Steel and Iron development. (The 
sale of Standard Steel and Iron lots indirectly 
financed the belt line). The Chicago and 
Calumet Terminal connected the Standard 
Steel and Iron plot with both Whiting, where 
the belt line connected with trunk lines, and 
with adjacent Hammond, and through it with 
all other trunk lines that entered or left 
Chicago. 31 


But before any of this growth and develop- 
ment would be realized, the multi- 
interested forces that came together to 
create what became East Chicago flew 
apart—because of a flaw in Torrence’s plan. 
Torrence had planned to build a pier or 
breakwater into Lake Michigan at Poplar 
Point, 12 miles southeast of Calumet harbor, 
and from there cut the canal that would be 
the beginning of the world’s most elaborate 
waterway system, a system that could 
accommodate all classes of lake craft. Once 
completed, he planned to donate the right of 
way of the original canal to the United States 
so as to share in congressional appro- 


32 


priations for the improvement of harbors, 
rivers and navigation. It didn’t work out that 
way. 


Canals had been proposed on the south 
shore of Lake Michigan at least since Jacob 
Bigelow laid out City West in 1837 and 
planned to cut the Kankakee Canal from 
Lake Michigan to the Little Calumet River at 
the mouth of Salt Creek. However, the canal 
in East Chicago was the first canal actually 
dug from the lake to a Calumet river, 
Torrence starting work on the East Chicago 
Canal at the same time he extended the 
tracks of the Chicago and Calumet Terminal 
Belt Line from the Illinois line to East 
Chicago in 1888. Alas, he never completed 
it. Two major transportation links built 
simultaneously proved to be too much of an 
undertaking, even for an epic hero. 


Calumet Canal and Improvement funds 

ran low, and the canal cost more than 
anticipated. So, in July, 1888, before the 
canal was completed, Torrence offered to 
convey the harbor and canal land to the 
federal government, 300 feet wide at the 
proposed lake harbor, and 200 feet wide all 
the way to the Grand Calumet River. The 
federal government declined the proposal. 
Since the government would not complete 
construction of the canal, Torrence stopped 
digging. Instead, he concentrated his efforts 
on the immediately productive Standard 
Steel & Iron plot, which continued to boom. 


The activity in East Chicago starkly con- 
trasted with the total inactivity in Poplar 
Point, where the British bondholders and 
Kennedy had their greatest investments. 
Torrence, in charge of both companies, 
suddenly became the target of criticism 
which Torrence, totally sure of himself, 
ignored. Finally, the British, who had sud- 
dently become desperate for cash, accused 
Torrence of willful neglect. Kennedy, who 
himself had been occupied reorganizing a 
variety of other companies, could no longer 
put the British off. Until that point he had 
been satisfied with the appraisal of the situ- 
ation provided by Tod, who by that time had 
returned to New York as a partner in J. 
Kennedy Tod, confident of Torrence’s 
command of the situation. 


There’s no way to know if Tod personally 

changed his mind about the way the East 
Chicago project was being run. However, 
when Kennedy decided that in the best 


interest of the investors, someone else 
should be put in charge of the overall East 
Chicago project, it was Tod who went to 
East Chicago for Torrence’s head. To 
Torrence the idea of resigning was 
unthinkable, even laughable: ‘‘Why | can 
sell that land next to Lake Michigan any time 
| want,’’ he told Tod. ‘‘I just don’t want right 
now. The timing’s not right. When we get the 
harbor and the canal in, that property will be 
worth many times more than the East 
Chicago land we’ve developed so far, and 
that’s going for $1,000 an acre. Sometimes 
more.’’ Tod persisted. 


Disgusted after the confrontation, and 
annoyed by his old war injury that had made 
him increasingly lame, Torrence finally 
resigned his presidency and took a trip to 
Paris. That year, in a deal probably arranged 
by Forsyth, the Torrence interests sold the 
Chicago and Calumet Terminal Railroad to 
Standard Oil's Wisconsin Central Railroad, 
and by 1892 Torrence had sold all of his 
stock in Standard Steel and Iron and the 
Calumet Canal and Improvement Company. 


While the record is not altogether clear, it 
appears that when Torrence bailed out 
Forsyth, too, divested himself of his 
interests in the two East Chicago projects 
and regaining his nearby Robertsdale and 
Sheffield land. As he always did when he left 
a situation (e.g., when he left Forsyth & Co.., 
the railroads, and when he bought out the 
Clarke heirs) the shrewd Forsyth left 
amicably, and continued to have dealings 
with the new owners. Indeed, he used the 
Standard Steel and Iron Company to sell his 
lots in Robertsdale. 


From all that is presently known the 
Kennedy forces took over control of both 
East Chicago projects, with Tod in charge. 
Meanwhile, Forsyth positioned himself to 
battle his former allies on issues involving 
what remained of his land. 
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